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C O - O P E R A T  I O N
PART I .
IRTRODUCTORY.
D i v i s i o n a l .  M ature  and  Soope .
E co n o m ics , by  P r o f e s s o r  M a r s h a l l ,  I s  d e f i n e d  a s  
t h e  s t u d y  o f  mankind i n  t h e  o rd ln a x y  b u s i n e s s  o f  l i f e ;  
and  o o - o p e r a t i o n ,  b y  P ay , i s  d e f i n e d  a s  one way o f  con­
d u c t i n g  c e r t a i n  p a r t s  o f  t h i s  b u s i n e s s .
" C o - o p e r a t io n " ,  a c c o r d in g  t o  P a y ,  " i s  c o n c e rn e d  
w i th  f r e e  men i n  s e l f  r e g u l a t e d  a c t i o n . "  The a im  o f  
o o - o p e r a t i o n  i s  n o t  o h a r i t y .  " C h a r i t y  i s  c o n c e rn e d  w i th  
t h e  weak men, a s  s u c h ;  i t  e x i s t s  t o  h e a l  h i s  wounds and  sen d  
him  o u t  w hole  from  t h e  h o s p i t a l  f o r  a n o th e r  v e n tu r e  on  th e  
p a th  o f  f r e e  l i f e .  I n  p r o p o r t i o n  t o  i t s  s u c c e s s ,  i t s  f i e l d  
o f  a c t i v i t y  d i m i n i s h e s ,  f o r  t h e  a im  o f  c h a r i t y  i s ,  o r  sh o u ld  
b e ,  t o  a b o l i s h  c h a r i t y .  C O -o p e ra t io n  i s  t o  c h a r i t y  
o r g a n i z a t i o n s  a s  p r e v e n t i o n  i s  t o  o u r e .  I t s  f i r s t  c o n c e rn  
i s  t h e  w eak, b u t  i t  i s  t h e  c o n c e rn  o f  weak men f o r  t h e m s e lv e s ,  
so  t o  c o n d u c t  t h e  o r d i n a r y  b u s i n e s s  o f  l i f e  t h a t  th e y  may 
d e v e lo p  t o  th e  f u l l  t h e i r  own w e l f a r e  and t h a t  o f  t h e i r  
f e l l o w s . "  *
B e in g  n o t  o n ly  c o n c e rn e d  w i th  b u s i n e s s ,  b u t  c o n s t i ­
t u t i n g  one way o f  c o n d u c t in g  b u s i n e s s ,  c o - o p e r a t i o n  h a s  a
1 .  C .R .P ay , C o - o p e r a t io n  a t  Home and A broad , page  1 .
ra n g e  o f  p o s s i b l e  a c t i v i t y  l i m i t e d  o n ly  by th e  l i m i t s  o f  
b u s in e s s  i t s e l f .
I t  i s  n e c e s s a r y *  ho w ever ,  a t  t h i s  p o i n t  t o  make a  
d i s t i n c t i o n  b e tw ee n  th e  g e n e r a l  te rm  c o - o p e r a t i o n  and t h e  
l i m i t e d  u s e  o f  t h e  te rm  w h ic h  i s  h e r e  t o  be made.
C o -o p e ra t io n  i n  th e  s e n s e  o f  working t o g e t h e r  c o v e rs  e v e ry  
p o s s i b l e  p h a se  o f  b u s i n e s s  o r g a n i z a t i o n .  By t h e  t e r m  in  
i t s  g e n e r a l  s e n s e  i s  u n d e r s to o d  t h e  w o rk in g  t o g e t h e r  o f  
a  number o f  p e r s o n s  f o r  some common e n d .  I t  may a l s o  
mean w o rk in g  t o g e t h e r  i n  some m anner d e v o id  o f  o r g a n i z a t i o n .
F o r  exam ple , two n a t i v e s  u n i t e  e f f o r t s  in  b u i l d i n g  f o r
th e n B e lv e s  a h u t  o r  tw o , f a r m e r s  exchange  work in  c u t t i n g
l o g s  w i t h  w h ich  to  c o n s t r u c t  h o u s e s .  These axe exam ples  v
o f  c o - o p e r a t i o n .  I n  m a n u fa c tu r e ,  h e r e i n  o r g a n i z a t i o n  
i s  th o r o u g h ly  e x i s t a n t ,  c o - o p e r a t i o n  i s  h i g h l y  d e v e lo p e d .
One g ro u p  o f  men d ig s  the  o r e ,  a n o th e r  t r a n s p o r t s  i t ,  a  
t h i r d  r e d u c e s  and r e f i n e s  i t ,  a  f o u r t h  m olds i t ,  and a  
f i f t h  m a r k e t s  i t .
But t h e s e  c o - o p e r a t o r s  a r e  n o t  engaged  i n  t h e  
c o - o p e r a t i o n  w i th  w hich  we a r e  h e re  t o  d e a l .  Such c o n t r a c t s  
a r e  f o r  m u tu a l  s e r v i c e s ,  in  w h ich  t h e  s o l e  c o n n e c t in g  l i n k  
i s  money. They t e r m i n a t e  when th e  one s e r v i c e ,  o r  s e r i e s  
o f  s e r v i c e s ,  h a v e  been  p e r fo rm e d .  The men engaged i n  such  
c o - o p e r a t i o n s  a r e  no t  members o f  t h e  company i n  th e  manage­
ment o f  w hich  t h e y  h a v e  a  v o i c e .  They a r e  n o t  d o in g  ih e  
work f o r  th e m s e lv e s  an d  hatre no p a r t i c u l a r  i n t e r e s t  i n  t h e i r
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work o r  i n  t h e  i n s t i t u t i o n  w hich  employs them e x c e p t  t h a t  
th e y  r e t a i n  t h e i r  s i t u a t i o n s  and r e c e i v e  f o r  t h e i r  l a b o r  
a  f a i r  w age. I n  t h e  c a s e  o f  the  ow ners o f  th e  b u s i n e s s ,  
t h e  r e t u r n  i s  in  t h e  form o f  i n t e r e s t ,  r e n t  and  p r o f i t s .
I n  t h i s  form  o f  o r g a n i z a t i o n ,  t h e  r e w a rd s  a r e  on t h e  
i n d i v i d u a l i s t i c  b a s i s  and a re  t o  be  d e te r m in e d  by t h e  l a b o r  
p e r fo rm e d ,  l a n d  owned, c a p i t a l  i n v e s t e d ,  o r  s p e c i a l  b u s in e s s  
a d v a n ta g e .  I n  t h e  management o f th e  b u s i n e s s ,  t h e  v o t i n g  
pow ers o f  the  p r o p r i e t o r s  i s  o r d i n a r i l y  i n  p r o p o r t i o n  t o  
th e  o a p i t a l  owned by e a c h .
C o - o p e ra t io n  o f  th e  s o r t  w i th  w h ic h  we a r e  h e re  
c o n c e rn e d ,  — som etim es r e f e r r e d  to  a s  t e c h n i c a l  c o - o p e r a t i o n  -  
i m p l i e s  a  bond o f  u h io n  o v e r  and above t h e  mere r e l a t i o n s  
o f  th e  money t i e ;  i t  i m p l i e s  a  c o - o p e r a t i v e  s o c i e t y ,  o r  
a s s o c i a t i o n ,  in  w h ich  t h e  a s s o c i a t e d  members j o i n  t o g e t h e r  
f o r  th e  a t t a i n m e n t  in  common o f  some s p e c i f i c  b u s i n e s s  
p u r p o s e /  The com pact o f  t h e  s o c i e t y ,  n o t  n e c e s s a r i l y  
p e r p e t u a l ,  o b l i g a t e s  e a c h  member, a s  lo n g  a s  he re m a in s  
s o ,  t o  r e g u l a t e  h i s  d e a l i n g s ,  i n s o f a r  a s  t h e s e  c o n c e rn  t h e  
s o c i e t y ,  i n  t h e  i n t e r e s t s  o f th e  s o c i e t y  a s  a  whole.**' I n  
t h i s  n a r ro w e r  t y p e  o f  c o - o p e r a t i o n  w i th  w hich  we a r e  con­
c e r n e d ,  th e  b u s i n e s s  i s  owned and r u n  by t h e  g ro u p s  among 
whom t h e  re w a rd s  a r e  a p p o r t i o n e d ,  w h e th e r  on th e  b a s i s  o f  
c a p i t a l  c o n t r i b u t e d ,  b u s i n e s s  t r a n s a c t e d ,  o r  l a b o r  p e r fo rm e d .  
The d i s t i n g u i s h in g  f e a t u r e  i n  th e  owner and  c o n t r o l  o f  t h e  
1 .  C. R. F a y ,  C o - o p e ra t io n  a t  Home and A broad , p .  2 .
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b u s i n e s s  by t h e  g roup  c o n c e rn e d  and th e  i n t e r e s t  o f  t h e  g roup  
i n  t h e  b u s i n e s s ,  n o t  a s  wage e a r n e r s  o r  i n v e s t o r s ,  b u t  a s  
b u y e r s ,  s e l l e r s ,  p r o d u c e r s ,  b o r ro w e rs ,  o r  c o n su m e rs ,  a r e  on 
a  p a r .  C o - o p e ra to r ?  t o  a n  e x t e n t , c o n s t i t u t e  a  s p e c i a l  
c l a s s  and  a r e  n o t  r e p r e s e n t a t i v e s  o f  s e v e r a l  c l a s s e s .  Thus 
t h e  g ro u p  o f  c o - o p e r a t o r s  may c o n s i s t  o f  fa rm e rs  who a r e  o r g a a i z e d  
a s  e i t h e r  s e l l e r s  o r  b u y e r s  o r  b o th ;  or p o s s i b l y  a s  b o r r o w e r s ,  
o r  a s  b r e e d e r s  o f  l i v e  s t o c k ,  o r  a s  m a n u f a c t u r e r s .  I n  a l l  
c a s e s ,  h e w e v e r ,  t h e y  a r e  banded  t o g e t h e r  f o r  t h e  common 
p u rp o s e  o f  d o in g  f o r  th e m s e lv e s  j o i n t l y  t h a t  w hich  t h e y  would 
be u n a b le  t o  p e rfo rm  e c o n o m ic a l ly  were t h e y  w ork ing  s e p a r a t e l y .  
C o - o p e r a t io n ,  t h e n ,  m eans an  o r g a n i z a t i o n  o f  f a r m e r s ,  p r o d u c e r s ,  
o r  c o n su m e rs ,  banded  t o g e t h e r  f o r  th e  t r a n s a c t i o n  o f  b u s i n e s s .
The e s s e n c e  o f  t h e  b u s i n e s s  i s  t h e  common a d v a n ta g e  o f  t h e  
g ro u p .  I t  i s  a  m ethod o f  p e r f o r m in g  a  wozk o r  o f  s e c u r i n g  an  
a d v a n ta g e  which p re su m ab ly  c a n  b e  p e r fo rm e d  o r  s e c u r e d  more 
e c o n o m ic a l ly  and  s a t i s f a c t o r i l y  by p a r t i e s  d i r e c t l y  i n t e r e s t e d ,  
t h a n  by  t ra d e sm e n  o u t s i d e  o f  t h e  g ro u p ,  who a re  d i s p o s e d  t o  
p e r fo rm  t h e  work f o r  g a in  t o  t h e m s e lv e s .  I t  i s  d e a r  t h a t  i n  
t r u e  c o - o p e r a t i o n  t h e r e  a r e  r e a l l y  no p r o f i t s  b u t  s a v i n g s .  I n  
f a c t  i t  i s  t h e  p r e c i s e  a im  o f  many c o - o p e r a t i v e  c o n c e rn s  t o  
e l i m i n a t e  p r o f i t s  s u c h  a s  a  p r i v a t e  company s t r i v e s  to  g e t  
and t o  t a r n  t h e i r  r e a l i z a t i o n s  a s  s a v in g s  i n s t e a d .  T h i s ,  
a t t i t u d e ,  h o w e v e r ,  to w a rd  t h e  te rm  " p r o f i t s "  d epends  u pon  t h e  
n a t u r e  o f  th e  c o - o p e r a t i v e  s o c i e t y ,  w h ich  d i s t i n c t i o n  w i l l  be 
made more c l e a r  f u r t h e r  on i n  o u r  s tu d y  o f  th e  s u b j e c t .  The 
m anagers  and  em p lo y ers  o f  a  c o - o p e r a t i v e  s o c i e t y  c h o o s in g  t o
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c a l l  I t s  r e a l i z a t i o n s  " s a v in g s "  must o f  c o u rse  be p a i d  t h e i r  
s a l a r i e s  and  wages f rcm  t h i s  r e a l i z a t i o n s  o f  th e  s o c i e t y  b e f o r e  
t h e  s a v in g s  a r e  announced* I n  some m in o r  u n d e r t a k i n g s  t h e  
work i s  som etim es done by  members f r e e  o f  c h a r g e ,  i t  b e in g  
c o n s id e r e d  an h o n o r  by th e  o f f i c i a l  t o  be c a l l e d  by  h i s  b r o t h s r s  
to  p e r f o r m  th e  s e r v i c e s  r e q u i r e d .
The c o - o p e r a t i v e  s o c i e t y  i s  t o  be d i s t i n g u i s h e d  from  
t h e  F r a t e r n a l  S o c i e t y  and from  t h e  T rade  U n ion .
The F r a t e r n a l  S o c i e ty  t e a c h e s  t h r i f t  and  f o r e s i g h t .  I t  
makes p r o v i s i o n  a g a i n s t  d e a t h ,  a c c i d e n t ,  s i c k n e s s ,  and o ld  a g e .  
The c o n c e rn  o f  t h e  F r a t e r n a l  S o c i e t y  i s  n o t  i t s  m em bers ' b u s i n e s s  
bu t t h e  f r u i t s  o f  t h a t  b u s i n e s s  — t h e i r  s a v i n g s ,  w hich  i t  i s  
t h e  f u n c t i o n  o f  th e  s o c i e t y  so  t o  d i s p o s e  o f  t h a t  th e  members 
may e n jo y  them  a t  a  t im e  and i n  a  m anner t h a t  w i l l  p ro v e  most 
s e r v i c e a b l e .
The T rade  U nion i s  c o n n e c te d  w ith  t h e  o p e r a t i o n s  o f  
t r a d e .  The p u r p o s e  o f  i t s  e x i s t a n c e  i s  t o  b a r g a i n  w i t h  
and  i f  n e c e s s a r y  t o  f i g h t  th e  em p lo y er  i n  th e  i n t e r e s t  o f  t i ie  
em p lo y ees .
There  a r e  c e r t a i n  fbrm s o f  t r a d i n g  c o m b in a t io n s ,  nam e ly , 
t h e  T r u s t s  o f  w o r ld  fame and  th e  l a r t c e s  a n d  R in g s  o f  E uropean  
c o u n t r i e s ,  from  which c o - o p e r a t i o n  i s  a l s o  t o  be d i s t i n g u i s h e d .
I t  i s  t r u e  t h a t  c e r t a i n  k i n d s  o f  c o m b in a t io n  and c e r t a i n  k i n d s  
o f  c o - o p e r a t i o n  a r e  v e r y  n e a r l y  th e  s a n e  i n  s t r u c t u r e ;  i n  f a c t ,  
many o f  t h e  c o - o p e r a t i v e  p r o d u c e r s '  a s s o c i a t i o n s  p a s s  q u i t e  im­
p e r c e p t i b l y  i n to  a  K a r t  e l .  But b e tw e e n  a  t r u e  d o - o p e r a t i v e  
s o c i e t y  an d  a  K a r t e l  t h e r e  i s  a  d i f f e r e n c e  w h ich  Fay p o i n t s  ou t
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a s  one o f  "m o tive  and a tm o s p h e re " .  Both s e e k  f i r s t  t o  B e n e f i t  
t h e i r  own members. B at t h e  c o m b in a t io n  i s  a n  a s s o c i a t i o n  o f  
t h e  s t r o n g  t o  become y e t  s t r o n g e r  and e x c l u s i v e  w h i le  t h e  
c o - o p e r a t i v e  s o c i e t y  i s  an  a s s o c i a t i o n  o f  t h e  weak u n i t e d  t o  
t r y  t o  l i f t  th e m s e lv e s  out o f  w eakness i n t o  s t r e n g t h .  I n  
r e a l i t y ,  c o - o p e r a t i o n  i s  an i d e a ,  w h i le  c o m b in a t io n  i s  an  
i n d u s t r i a l  f o r c e *  " C o - o p e r a t io n " ,  s a y s  P ay , "was b o rn  and  
f o s t e r e d  amid j e e r s  and s u s p i c i o n . "  F r e q u e n t l y  i t  i s  n o te d  
t h a t  t h e r e  i s  much more c o - o p e r a t i o n  i n  th e  e a r l y  d a y s  o f  
w eakness t h a n  i n  th e  l a t e r  d a y s  o f  s t r e n g t h .  As o o - o p e r a t i o n  
grows i n  s t r e n g t h  i t  seems a t  t i m e s  t h a t  th e  c o - o p e r a t i v e  i d e a l  
upon  w hich  i t  was founded  h a s  been  pu sh ed  f a r  away i n t o  th e  
back  g ro u n d .  I t  i s  p a r a d o x i c a l ,  a f t e r  s t a t i n g  t h a t  th e  
p u rp o se  o f  t h e  t r u e  c o - o p e r a t i v e  s o c i e t y  i s  to  make weak men 
s t r o n g ,  t o  c o n s i d e r  t h a t  a  c o - o p e r a t i v e  s o c i e t y  c e a s e s  to  be 
c o - o p e r a t i v e  when i t  g i v e s  e v id e n c e s  o f  s t r e n g t h .  But Pay 
h a s  p o in te d  o u t  t h a t  i t  i s  e s s e n t i a l  t o  th e  c o - o p e r a t i v e  i d e a  
t h a t  t h e ’ m a tu red  s o c i e t y  sh o u ld  keep  i t s  r a n k s  open t o  t h e  
w eaker b r e t h r e n  who a r e  s t i l l  w i t h o u t ,  an d  n e v e r  pwwsue s t r e n g t h  
a t  th e  p r i c e  o f  t h e i r  i n j u r y  o r  n e g l e c t .
T h is  t h e n  l e a d s  u s  t o  make a  f u r t h .  r  d i s t i n c t i o n  be tw een  
t h e  j o i n t - s t o c k  company and t h e  o o - o p e r a t iv e  s o c i e t y .  I t  h a s  
b e e n  s a i d  t h a t  t h e  J o i n t - S t o c k  Company i s  a  u n io n  o f  c a p i t a l s ,  
and  t h e  c o - o p e r a t i v e  s o c i e t y  a  u n io n  o f  p e r s o n s .  The members 
o f  a  c o - o p e r a t i v e  s o c i e t y  u n i t e  by r e a s o n  o f  a  p e r s o n a l  c o n f i ­
d en ce  w hich  th e y  f e e l  i n  e ac h  o t h e r .  S in c e  th e  c o - o p e r a t i v e  
s o c i e t y  i s  a  u n io n  o f  p e r s o n s  and n o t  o f  c a p i t a l s ,  t h e  number
o f  members and  i n  c o n seq u en ce  th e  amount o f  c a p i t a l  a r e  v a r i a b l e .  
The c a p i t a l  o f  a  j o i n t  company i s  f i x e d  and c a n  o n ly  be 
a l t e r e d  by fo rm a l  n o t i c e ,  f o r  i t  i s  t h e  m a t e r i a l  t h i n g  i t s e l f ,  
c a p i t a l ,  w hich  i s  t h e  e s s e n c e  o f  t h e  j o i n t - B t o o k  company. The 
c o - o p e r a t i v e  s h a r e  o r  m em bership i s  i n  th e  n a t u r e  o f  an  
e n t r a n c e  f e e  a l lo w e d  to  be a s  s m a l l  a s  t h e  members d e s i r e  or 
p e rh a p s  b e t t e r  — a s  s m a l l  a s  th e  p a r t i c u l a r  c o - o p e r a t i v e  
i n d u s t r y  f i n d s  a d v a n ta g e o u s .  I n  G re a t  B r i t i a n ,  f o r  i n s t a n c e ,  
c o - o p e r a t i v e  s o c i e t i e s  can  and have  been  r e g i s t e r e d  w i t h  1 d .  
s h a r e s .  The amount o f  c a p i t a l  s t o c k  i n  t h e  j o i n t - s t o c k  
company n e c e s s a r y  f o r  m em bership  i s  u s u a l l y  c o n s i d e r a b l e  and 
d e te r m in e s  t h e  v o t i n g  s t r e n g t h  o f  t h e  members. I n  f a c t ,  t h e  
N o tin g  s t r e n g t h  o f  members i s  f r e q u e n t l y  r e f e r r e d  to  a s  d i s ­
t i n c t l y  s e p a r a t i n g  t h e  t r u e  c o - o p e r a t i v e  s o c i e t y  from  a  jo in t*? 
s to c k  company, th e  fo rm er h a v in g  t h e  " o n e -m a n -o n e -v o te "  
c h a r a c t e r i s t i c  w h i le  th e  v o t i n g  power i n  t h e  l a t t e r  i s  d e t e r ­
m ined b y  th e  s to c k  h o ld in g s  o f  th e  members. T h is  d i s t i n c t i o n ,  
how ever ,  n e e d s  t o  be  m o d i f i e d .  The " o n e -m a n -p n e -v o te "  pean  
o f  e q u a l i z i n g  a u t h o r i t y  i s  t o  be d e s i r e d  w henever  p o s s i b l e ,  
b u t  when g r e a t  i n e q u a l i t y  e x i s t s  i n  th e  amount o f  p a t r o n a g e  
e x te n d e d  t o  a  c o - o p e r a t i v e  c o n c e rn  by t h e  v a r i o u s  members, i t  
i s  f r e q u e n t l y  fo u n d  n e c e s s a r y  t o  e x te n d  t o  th e  l a r g e r  p a t r o n s  
a  g r e a t e r  v o i c e  i n  d e te im in in g  what t h e  p o l i c i e w  o f  t h e  s o c i e t y  
w i l l  be  th a n  i s  e x te n d e d  t o  th e  member g i v i n g  a  l e s s  p a t r o n a g e .^  
B ecause  th e  num ber o f  members i s  v a r i a b l e ,  t h e  c o - o p e r a t i v e  
s o c i e t y  can  s t a n d  upon a  more d e m o c ra t ic  b a s i s .  I t  c a n  be  
p o p u la r  and  open  t o  a l l  and w i th  c e r t a i n  r e s t r i c t i o n s ,  to  be
1 .  O f. " C o - o p e r a t io n  D e f in e d " ,  a  p am ph le t  p r e p a r e d  by B .H .H ib b a rd  
p u b l i s h e d  i n  an  e a r l y  1915 i s s u e  o f  t h e  C hicago  D a iry  P ro d u c e .
m en tio n ed  l a t e r ,  i t  s h o u ld  he open t o  a l l .  A lth o u g h  t h e  
o o - o p e r a t iv e  law s o f  v a r i o u s  c o u n t r i e s  have  been  fram ed  to  
he a d a p ta b l e  to  he e t  t h e  n e e d s  o f  th e  s m a l l  man, two c o u n t r i e s  
a t  l e a s t  make e x p re s s  p r o v i s i o n  f o r  e x c lu d in g  th e  b ig  man — 
E ngland and I t a l y .  In  t h e s e  two c o u n t r i e s ,  th e  maximum amount 
o f  s h a r e s  w hich  may be h e l d  by one member h a s  been  f i x e d  a t  
£200 . ^ The f o l lo w in g  d i s t i n c t i o n  h a s  b e e n  made b e tw een  a  
c o - o p e r a t i v e  a g r i c u l t u r e  s o c i e t y  and a j o i n t - s t o c k  company by 
C la y to n ;  t h e  d i s t i n c t i o n ,  i t  w i l l  be n o te d ,  g o es  on t o  g iv e  
th e  m anner by w hich  many c o - o p e r a t i v e  s o c i e t i e s  have  d e g e n e ra te d  
i n t o  e x c l u s i v e  j o i n t  -  s t o c k  com p an ies .  "The p r o f i t s  o f  th e  
j o i n t - s t o c k  company b e lo n g  t o  th e  s h a r e h o l d e r s ,  who may o r  
may n o t  be a  p u r c h a s e r ,  b u t  th e  p r o f i t s  o f  a  g e n u in e  a g r i c u l ­
t u r a l  s o c i e t y  sh o u ld  b e lo n g  e x c l u s i v e l y  t o  th e  p u r c h a s e r  
a c c o r d in g  to  t h e  e x t e n t  o f  h i s  p u r c h a s e s .  The j o i n t - s t o c k  
company may have  been  s t a r t e d  by farme r s  t o  s e c u r e  b e t t e r  
p r i c e s  f o r  th e  s a l e  o f  p ro d u c e ,  and t h e  a d v a n ta g e  o f  p u r c h a s in g  
w h o le s a le  f o r  t h e i r  own a g r i c u l t u r a l  n e e d s .  But i n  c o u rs e  o f  
t im e  a s  th e  o r i g i n a l  members d ie  o r  d i s p o s e  o f  t h e i r  s h a r e s ,  
i t  becomes m e re ly  a n / a s s o c i a t i o n  o f  p r i v a t e  m e rc h a n ts  t r a d i n g  
f o r  p r o f i t  out o f  a l l  who d e a l  w i th  i t  and  i s  no more a 
c o - o p e r a t i v e  c o n c e rn  th a n  a r e  l a r g e  j o i n t - s t o c k  s u p p l y - s t o r e s  
i n  L o n d o n .n
P r o f e s s o r  C a rv e r  i n  d i s c u s s i n g  c o - o p e r a t i v e  c r e a m e r ie s ,  
c h e e se  f a c t o r i e s ,  and  e l e v a t o r s  r a i s e s  th e  q u e s t i o n  a s  to  w h e th e r  
t h e s e  a r e  a l l  s t r i c t l y  c o - o p e r a t i v e ,  Q nnoern ing  t h i s  p h a se  o f  
t h e  s u b j e c t ,  Mr. C a rv e r  w r i t e s ,  "U ndoub ted ly  many of them a r e ,
1 .  C .R .F ay , C o - o p e ra t io n  a t  Home and A broad , page  365.
2 .  Jo se p h  C la y to n ,  C o - o p e r a t io n ,  p p . 6 2 -6 3 .
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i n  form a t  l e a s t ,  m e re ly  j o i n t - s t o c k  c o m p a n ie s ,  and i t  may be 
c la im e d  t h a t  such com panies a r e  n o t  c o - o p e r a t i v e  i n  t h e  s t r i c t  
t e c h n i c a l  s e n s e ,  Such a  c la im ,  h ow ever, i s  b a sed  upon th e  
l e t t e r  r a t h e r  t h a n  upon th e  s p i r i t  o f  t h e  e n t e r p r i s e .  Any o r ­
g a n i z a t i o n  o f  t h i s  k in d  may be s a i d  t o  be c o - o p e r a t i v e  i n  
s p i r i t  when i t  i s  managed e x c l u s i v e l y  w i t h  a view  to  g i v i n g  t h e  
fa rm e r  a  b e t t e r  p r i c e  f o r  h i s  b u t t e r  f a t  o r  f o r  th e  g r a i n ,  and 
n o t  a t  a l l  f o r  th e  p u rp o se  o f  s e c u r i n g  d iv id e n d s  on th e  s t o c k .
th e  s t o c k  i s  owned by  f a r m e r s  and i f  e ac h  s h a re  o f  s t o c k  i s  
i n  p r a c t i s e  l i m i t e d  t o  a n o rm a l r a t e  o f  i n t e r e s t  and a l l  s u r p l u s  
e a r n in g s  go t o  th e  f a rm e rs  i n  th e  fo rm  o f  b e t t e r  p r i c e s ,  t h e  
e n t e r p r i s e  i s  c o - o p e r a t i v e  i n  s p i r i t ,  even t h o u g h  i t s  form  be 
t h a t  o f  t h e  o r d i n a r y  p r o f i t  m aking c o r p o r a t i o n . " ^ I n  con­
t i n u i n g  h i s  d i s c u s s i o n ,  Mr. C a rv e r  p o i n t s  o u t  t h e  d a n g e r  u n d e r ' 
t h e  j o i n t - s t o c k  form  o f  o r g a n i z a t i o n  t h a t  th e  c o - o p e r a t i v e  s p i r i t  
w i l l  be d e s t r o y e d  and t h e  o r g a n i z a t i o n  s h i f t e d  t o  th e  p r o f i t  
m aking p u r p o s e .  F o r  ex am ple , i f  i n  a  c re a m e ry  one man owns a  
l a r g e  num ber o f  s h a r e s  and  roary few cows o r  none  a t  a l l ,  he  
w i l l  n a t u r a l  l y  be more i n t e r e s t e d  i n  d iv id e n d s  t h a n  i n  th e  
p r i c e  o f  b u t t e r  f a t .  I f  a  m a j o r i t y  o f  th e  s h a r e s  a r e  owned by 
su ch  men t h e  company i s  a lm o s t  c e r t a i n  to  be  managed i n  th e  
i n t e r e s t s  o f  d iv id e n d s  r a t h e r  t h a n  i n  th e  i n t e r e s t s  o f  t h e  p r i c e  
o f  b u t t  e r f  a t .  I t  i s  t h e r e f o r e  h i g h l y  d e s i r a b l e  t h a t  t h e  fo rm  
o f  o r g a n i z a t i o n  be su c h  a s  t o  p r e v e n t  t h i s  r e s u l t  and  i n s u r e  
t h a t  th e  management s h a l l  a lw ay s  be in  th e  i n t e r e s t  o f  t h e  
p r o d u c e r s .  N e v e r t h e l e s s ,  so  lo n g  a s  t h e  management i s  i n  t h e  
I n t e r e s t  o f  th e  p r o d u c e r ,  i t  i s  r e a s o n a b le  t o  l i s t  su c h  an
1 . T .N .C a rv e r , The O r g a n iz a t i o n  o f  R u ra l  C r e d i t  I n t e r e s t s .  Y ear 
Book, D e p t ,  o f  A g r i c u l t u r e ,  1913 , p . 245 .
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o r g a n i z a t i o n  a s  c o - o p e r a t i v e . - 1-
C o - o p e r a t io n  c a n  f l o u r i s h  u n d e r  j o i n t - s t o c k  aompany r e g u l a ­
t i o n s  a s  Fay  h a s  p o i n t e d  o u t  h a s  been  t h e  c a s e  i n  t h e  signsDL 
i n s t a n c e  o f  Denmark. "The u l t i m a t e  c r i t e r i o n " ,  s a y s  F ay , " i s  
t h i s :  a r e  t h e  members p r e p a r e d  t o  ad m it  t o  t h e  b e n e f i t s  o f  
t h e i r  s o c i e t y  on proportionalfc& ly  e q u a l  te rm s  a l l  t  h o se  who , 
b e in g  o f  s u i t a b l e  c h a r a c t e r ,  a r e  c o m m erc ia l ly  a s  weak a s ,  o r  
w eaker t h a n ,  th e m s e lv e s ?  I f  s o ,  t h e  s o c i e t y  i s  c o - o p e r a t i v e . " 2
P o w e l l  h a s  p o i n t e d  o u t  t h e  d i f f i c u l t y  o f  o r g a n iz in g  
a  p u r e l y  c o - o p e r a t i v e  s o c i e t y  u n d e r  th e  p r e s e n t  law s  o f  
many o f  th e  s t a t e s  o f  t h e  U n i t e d  S t a t e s .  Under th e  c o r p o r a t i o n  
law s o f  most o f  th e  s t a t e s ,  i t  i s  g e n e r a l l y  im p o s s ib le  t o  o rg a n ­
i z e  a  b u s i n e s s  a g r i c u l t u r a l  a s s o c i a t i o n  on a  n o n - p r o f i t  
c o - o p e r a t i v e  b a s i s .  The a s s o c i a t i o n  may be  fo rm ed  w i th  o r  w i th o u t  
c a p i t a l  s t o c k .  I f  form ed a s  a  s t o c k  c o r p o r a t i o n  f o r  p r o f i t  
by f a r m e rs  and managed u n d e r  t h e  p r i n c i p l e s  o f  a  s t o c k  
c o r p o r a t i o n ,  i t  i s  n o t  d i f f e r e n t  from an y  o t h e r  c a p i t a l  s t o c k  
c o r p o r a t i o n .  I f ,  how ever, i t  i s  o r g a n iz e d  a s  a  c a p i t a l  s t o c k  
c o r p o r a t i o n ,  i t  may be c o - o p e r a t i v e ,  a s  a l r e a d y  p o in te d  o u t ,  
by d e f i n i n g  t h e  m ethod o f  v o t i n g ,  t r a n s f e r  o f  s t o c k ,  l i m i t a t i o n  
o f  m em bersh ip , an d  th e  d i s t r i b u t i o n  o f  e a r n i n g s  on c o - o p e r a t i v e  
p r i n c i p l e s .  But su c h  r e s t r i c t i o n s  by th e  law s o f  amny s t a t e s  
a r e  n o t  p e r m i s s a b l e ,  i . e .  t h e y  can be made o n ly  by r u l e s  o f  
t h e  a s s o c i a t i o n  b u t  a r e  n o n - e n f o r c e a b le  u n d e r  t h e  u s u a l  s t o c k  
^ c o r p o r a t i o n  law s o f  th e  s t a t e s .  Thus, t h e  in a d e q u a c y  o f  t h e
1 .  Of. T .N .C a rv e r ,  O r g a n iz a t i o n  o f  R u r a l  C r e d i t s .  Y ear Book o f  
D ep t ,  o f  A g r i c u l t u r e ,  1913 , p p . 2 4 4 -2 4 9 .
2 . C .R .F a y ,  C o - o p e ra t io n  a t  Home and A broad , p p . 4 - 5 .
3 . P o w e l l ,  G .H ., C o - o p e ra t io n  i n  A g r i c u l t u r e ,  Chap. I I I .
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law s i t f  e v i d e n t .  The law s  t h a t  g o v e rn  an  o r g a n i z a t i o n  fo r  
p e c u n ia r y  p r o f i t  have been  e n a c te d  p r i m a r i l y  t o  m eet t h e  needs  
o f  c a p i t a l ,  n o t  th o s e  o f  a g r i c u l t u r a l  n o n - p r o f i t  c o r p o r a t i o n s .  
The law s  r e g u l a t i n g  n o n - p r o f i t  c o r p o r a t i o n s  u s u a l l y  c o v e r  
r e l i g i o u s ,  f r a t e r n a l ,  s o c i a l ,  s c i e n t i f i c ,  e d u c a t i o n a l ,  b e n e v o l ­
e n t ,  o r  c h a r i t a b l e  i n s t i t u t i o n s ,  a r  o t h e r  s i m i l a r  a s s o c i a t i o n s  
and a r e  in a d e q u a te  t o  m eet t h e  n e ed s  o f  th e  t r u e  c o - o p e r a t i v e  
a s s o c i a t i o n *
" C o - o p e r a t iv e  c o r p o r a t i o n s  sh o u ld  be  g iv e n  th e  r i g h t  t o  
r e g u l a t e  and l i m i t  t h e  r i g h t  o f  s t o c k  h o l d e r s n t o  t r a n s f e r  t h e i r  
s t o c k ,  and t o  make b y - la w s  f o r  th e  management o f  i t s  b u s i n e s s ,  
t o  r e g u l a t e  t h e  l i m i t a t i o n  o f  s t o c k  o w n e rsh ip ,  and t o  p r o v id e  
th e  m ethod o f  d i s t r i b u t i n g  i t s  s u r p l u s  e a r n i n g s . " 1 law s  
embodying t h e s e  e s s e n t i a l s  have  a l r e a d y  b e e n  p a s s e d  i n  C a l i f o r r  
n i a ,  W is c o n s in ,  N e b ra sk a ,  and M in n e so ta .  I n  E ng lan d , t h e  
c o - o p e r a t i v e  t r a d i n g  a s s o c i a t i o n s  a r e  o r g a n iz e d  num der "The 
I n d u s t r i a l  and  P r o v id e n t  S o c i e t i e s '  A c t " ,  and th e  e o - f c p e ra t iv e  
c r e d i t  s o c i e t i e s  u n d e r  "The F r i e n d l y  S o c i e t i e s '  Act."**
For a  f i n a l  d e f i n i t i o n ,  t h e r e f o r e ,  o f  a  c o - o p e r a t i v e  
s o c i e t y ,  i t  i s  t h e  o p in io n  o f  th e  w r i t e r  t h a t  we c o u ld  n o t  do 
b e t t e r  th a n  t o  a c c e p t  th e  d e f i n i t i o n  l a i d  down by F a y , v i z . ,
"An a s s o c i a t i o n  f o r  t h e  p u rp o s e s  o f  j o i n t  t r a d i n g  o r i g i n a t i n g  
among t h e  weak and c o n d u c te d  a lw ay s  i n  an  u n s e l f i s h  s p i r i t ,  
on su c h  t e r m s  t h a t  a l l  who a r e  p r e p a r e d  to  assume th e  d u t i e s  
o f  m em bership  may s h a r e  in  i t s  r e w a rd s  i n  p r o p o r t i o n  t o  t h e  
d e g re e  i n  w h ich  t h e y  make u s e  o f  t h e i r  a s s o c i a t i o n . " ®  A n a r ro w
d e f i n i t i o n  w ould  be  l i k e l y  to  e x c lu d e  much t h a t  c la im s  and i s
1 .  P o w e l l ,  Gr.H., C o - o p e r a t io n  i n  A g r i c u l t u r e ,  p . 50 .
2 .  I b i d .  p p .  4 6 -6 0 .
3 .  F ay , C .R . ,  C o - o p e r a t io n  a t  Home and A broad , p . 5 .
recognized to  be co-operative.
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D ivision 2. C la ss if ic a tio n  of Co-operative E ffo r t*
H aving now b e f o r e  u s  a  g e n e r a l  i d e a  o f  c o - o p e r a t i o n ,  we 
s h a l l  d i v id e  th e  f i e l d  i n t o  i t s  v a r i o u s  l o g i c a l  d i v i s i o n s .
I. C o - o p e r a t iv e  S t o r e s .
I I .  C o - o p e r a t iv e  P r o d u c t io n .
I I I .  C o - o p e r a t iv e  C r e d i t .
IV . C o - o p e ra t iv e  A g r i c u l t u r a l  S o c i e t i e s .
I n  r e f e r i n g  t o  h i s  d i v i s i o n  o f  c o - o p e r a t i o n  i n t o  i t s  
v a r i o u s  d e p a r tm e n t s ,  a  c l a s s i f i c a t i o n  s i m i l a r  to  t h e  a b o v e ,
Pay p o i n t s  out t h a t  i n  a l l  h u t  c o - o p e r a t i v e  p r o d u c t i o n ,  t h e
a c t  o f  o o - o p e r a t io n  i s  t h e  t a k i n g  o v e r  by t h e  members o f
c e r t a i n  f u n c t i o n s  o f  o r g a n i z a t i o n  and management h e r e t o f o r e  
n e g l e c t e d  o r  i n a d e q u a t e l y  p e rfo rm ed  by t h i r d  p a r t i e s .  I n  
C o - o p e ra t iv e  P r o d u c t io n ,  r e f e r e d  to  by same w r i t e r s  on t h e  
s u b j e c t  a s  " p u re  c o - o p e r a t i o n " ,  t h e  members t a k e  o v e r  
f u n c t i o n s  w hich  a r e  a d e u q a t e l y  p e rfo rm ed  by  t h i r d  p a r t i e s ,  
b u t  n o t  u n d e r  c o n d i t i o n s  o f  employment s a t i s f a c t o r y  t o  t h e  
w o rk e rs  c o n c e rn e d .
I n  p l a o e  o f  t h e  t i t l e  " C o -o p e ra t iv e  S t o r e s "  u s e d  i n  
D i v i s i o n  I  a b o v e ,  t h e  t e r m  " D i s t r i b u t i v e  C o - o p e r a t io n "  i s  u se d  
by P r o f e s s o r s T a u s s i g  and  E ly ,  and by Mr. C la y to n .  The 
w r i t e r ,  h cw ev e r ,  a g r e e s  i n  t h e  u se  o f  th e  above te r m  w i t h  
t h a t  u s e d  by  P r o f e s s o r S e a g e r , H e rb e r t  M yriok , and o t h e r s .
I n  s t e a d  o f  th e  te rm  " C o - o p e r a t iv e  P r o d u c t i o n ” u se d  above, 
w h ich  u sa g e  a g r e e s  w i t h  t h a t  o f  P r o f e s s o r s  S e a g e r ,  E ly ,  T a u s s ig
-  13 -
Adams, M e ss rs .  Sumner, C la y to n ,  and o t h e r s ,  Mr. Fay u s e s  t h e  
te rm  " C o - o p e r a t iv e  W o rk e rs ' S o c i e t y " .  U nder t h e  d i v i s i o n  t i t l e  
" C o - o p e r a t iv e  M a r k e t in g " ,  P r o f e s s o r  E ly  p l a c e s  such  co-opera t i v e  
a s s o c i a t i o n s  a s  w i l l  he c o n s id e r e d  t in d e r  t h e  t i t l e  " C o - o p e ra t iv e  
A g r i c u l t u r a l  S o c i e t i e s "  u s e d  a h o v e .
Upon t h e  u s e  o f  th e  t e r m  " C o - o p e r a t iv e  C r e d i t "  t h e r e  i s  
g e n e r a l  ag reem en t w i th  th e  e x c e p t io n  o f  some w r i t e r s ,  n o t a b l e  
among whom a r e  P r o f e s s o r  S e a g e r  and H e r b e r t  M y rick ,  who u se  
t h e  team  " C o - o p e r a t iv e  B an k in g " .
Under t h e  d e p a r tm e n t  o f  C o - o p e ra t iv e  S t o r e s  some w r i t e r s  
ch o o se  t o  e x o lu d e  t h e  p r o d u c t i v e  s o o i e t i e s  managed i n  c o n n e c t io n  
w i th  t h e  w h o le s a le  s o o i e t i e s  an d  t o  p l a c e  them i n s t e a d  u n d e r  
t h e  d i v i s i o n  o f  C o - o p e r a t iv e  P r o d u c t io n .  The w r i t e r ,  how ever ,
c h o o se s  to  d i s c u s s  u n d e r  t h e  l a t t e r  d i v i s i o n  o n ly  t h o s e  e f f o r t s
\
to w a rd  c o - o p e r a t i v e  p r o d u c t i o n  w h ich  h ave  no d i r e c t  c o n n e c t io n  
a s  a  d e p a r tm e n t  w i th  c o - o p e r a t i v e  S t o r e s .
The u s e  o f  t h e  t e r m  " D i s t r i b u t i v e  C o - o p e r a t io n "  h a s  been  
a v o id e d  i n  d i v i s i o n  I  f o r  i t  would i n c l u d e  c e r t a i n  c o - o p e r a t i v e  
s a l e  s o c i e t i e s  w hich  i t  h a s  been  th o u g h t  b e s t  t o  r e s e r v e  f o r  
d i v i s i o n  IV . The u s e  o f  t h e  te rm  " C o - o p e r a t iv e  M a rk e t in g "  
f o r  t h a t  u s e d  i n  d i v i s i o n  IV i s  a v o id e d  f o r  c e r t a i n  c o - o p e r a t i v e  
s u p p ly  s o c i e t i e s  c o n n e c te d  d i r e o t l y  and c e r t a i n  o t h e r  forms o f  
c o - o p e r a t i o n  a s  f o r  ex am ple , c o - o p e r a t i v e  i n s u r a n c e ,  and  
i r r i g a t i o n ,  c o n n e c te d  i n d i r e c t l y  w i th  a g r i c u l t u r a l  p u r s u i t s  c o u ld  
n o t  l o g i c a l l y  be c l a s s i f i e d  a s  e f f o r t s  to w a rd  " C o - o p e r a t iv e  
M a r k e t in g ."
1# C f .  B a u s s ig ,  P r i n c i p l e s  o f  E conom ics, Chap. 59; E ly ,  O u t l in e s  
o f  E conom ics, p p . 4 0 9 -4 1 4 ;  Jo sep h  C la y to n ,  C o - o p e r a t io n ;  S e a g e r ,  
P r i n c i p l e s  o f  E co n o m ics , p p . 5 8 7 -5 97 ; H e r b e r t  M y rick ,  How to Co­
o p e r a t e ;  Adams and Sum ner, L abor P ro b le m s ,  C hap .10 ; F a y ,  C o -o p e r-  
a t i o n  a t  Home and A b ro ad , I n t r o d u c t i o n .
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However, c e r t a i n  d i s c r e p a n c i e s  i n  th e  t r e a t m e n t  o f  
o u r  s u b j e c t  can  h a r d l y  be  avoided, and to  p r e p a r e  o u r s e l v e s  f o r  
any  such  v a r i a n c e s ,  t h e  above r e f e r e n c e s  t o  t h e  d i s a g r e e m e n t ,  
by t h e  w r i t e r s  m e n t io n e d ,  i n  th e  m ethods o f  c l a s s i f y i n g  
and t r e a t i n g  t h e  v a r i o u s  d e p a r tm e n ts  o f  T e c h n ic a l  C o - o p e r a t io n ,  
have  b een  made.
D iv i s io n  1 a r e  A s s o c i a t i o n s  o f  Consum ers, w i t h  th e  
p o s s i b l e  e x c e p t io n  o f  t h e  p r o d u c t i v e  d e p a r tm e n t  o f  t h e  
C o - o p e r a t iv e  W h o le sa le  S o c i e t i e s .  D i v i s i o n s  I I ,  I I I  and  IV 
a r e  A s s o c i a t i o n s  o f  P r o d u c e r s .  T h is  f o u r - f o l d  c l a s s i f i c a t i o n  
c o v e r s  t h e  whole f i e l d  o f  c o - o p e r a t i v e  a c t i v i t y .  I t  i s  
n e c e s s a r y ,  how ever, t h a t  we b e a r  i n  mind t h a t  u n d e r  D iv i s io n  
IV, we a r e  t o  c o n s i d e r  such  e n t e r p r i s e s  a s  c o - o p e r a t i v e  t e l e p h o n e s ,  
i r r i g a t i o n ,  i n s u r a n c e ,  e t c .  h a v in g  an  i n d i r e c t  r a t h e r  th a n  
d i r e c t  c o n n e c t io n  w i th  c o - o p e r a t i v e  A g r i c u l t u r a l  S o c i e t i e s  
p r o p e r .
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PART I I .  
OO-OPERATIOfl AT HOME ADD ABROAD
D iv i s io n  1 .  O o - o p e ra t iv e  S t o r e s .
The o o - o p e r a t i v e  s t o r e  i s  o rg a n iz e d  fro m  t h e  s t a n d p o i n t  
o f  th e  consum er. The members o f  a  c o - o p e r a t i v e  s t o r e  make 
t h e i r  l i v i n g  i n  o c c u p a t io n s  w i th  w hich th e  s t o r e ,  a s  a  s t o r e ,  
i s  n o t  im m e d ia te ly  c o n c e rn e d .  The p u r p o s e ,  t h e r e f o r e ,  i s  n o t  
t o  en hance  d i r e c t l y  th e  p r o d u c t i v e  e f f o r t s  o f  i t s  m em bers, b u t  
to  econom ize and t h u s  t o  i n c r e a s e  t h e  income d e r i v e d  from  t h a t  
p r o d u c t i v e  e f f o r t .  The c o - o p e r a t i v e  s t o r e  i s  engaged  i n  tfc.e 
p r o d u c t io n  and d i s t r i b u t i o n  o f  u t i l i t i e s ,  b u t  t h e  s t a n d p o in t  
from  w hich  and th e  o r d e r  in  which th e  work i s  u n d e r t a k e n  
i s  r e v e r s e d .  U nder t h e  o r d i n a r y  m ethod a  p r o d u c e r  p ro d u c e s  and 
t h e n  t u r n s  h i s  p r o d u c t s  o v e r  to  a  w h o le s a le  d e a l e r ;  t h e  w h o l e s a l e r  
lo o k s  t o  th e  r e t a i l  s h o p k e e p e r ;  th e  s h o p k e e p e r  a f t e r  p u r c h a s in g  
h i s  s u p p l i e s  from  th e  w h o le s a le  d e a l e r ,  t u r n s  to  t h e  consum ing 
p u b l i c .  The c o - o p e r a t i v e  s t o r e  t a k e s  p a r t  i n  t h e i r  s t a g e s  o f  
c r e a t i o n  b u t  i t  s t a r t s  from  t h e  o p p o s i t e  end . A number o f  con­
sum ers u n i t e  and  a s  a n  a s s o c i a t i o n  o f  u n i t e d  co n su m ers ,  b e g in  
t h e  o r g a n i z a t i o n  o f  r e t a i l  d i s t r i b u t i o n .  The v a r i o u s  a s s o c i a t i o n s  
o f  consum ers u n i t e  and go back  one s t e p  f u r t h e r  from  th e m s e lv e s  
t o  th e  o r g a n i z a t i o n  o f  w h o le s a le  d i s t r i b u t i o n .  The a s s o c i a t i o n s  
u n i t e d  f o r  w h o le s a le  d e a l i n g  go b ack  s t i l l  a n o t h e r  s t e p  from  th e  
o r i g i n a l  a s s o c i a t i o n  o f  con sum ers  and th e m s e lv e s  e n g a g e  i n  
o rg a n iz e d  p r o d u c t i o n .  Thus t h e  a s s o c i a t i o n  o f  consum ers n a y  i n  
t h e  m anner i n d i c a t e d  engage  i n  a l l  t h e  s t a g e s  d>£ th e  l i f e  o f  a
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m a t e r i a l  commodity s t a r t i n g  from t h e  s t a g e  o f  consum ption  
backward up t o  th e  f i r s t *
I t  i s  o b v io u s  t h a t  th e  s t o r e  may engage  i n  e x a c t l y  t h o s e  
t y p e s  o f  b u s i n e s s  w hich  a r e  u n d e r ta k e n  by t h e  c o - o p e r a t i v e  
A g r i c u l t u r a l  S o c i e t i e s  and  by  c o - o p e r a t i v e  p r o d u c e r s  an d  f o r  
t h i s  r e a s o n ,  th e  tw o f o ld  c l a s s i f i c a t i o n  i n t o  A s s o c i a t i o n s  o f  
P ro d u c e r s  and  A s s o c i a t i o n s  o f  Consumers h a s  been  made. To 
i l l u s t r a t e  t h e  above m e e t in g  o f  t h e  w ays; t h e  o o - o p e r a t i v e  
d a i r y  p r o d u c e r s  b u t t e r  and  t h e  c o - o p e r a t i v e  p r o d u c e r s  m a n u fa c t­
u r e ,  l e t  u s  s a y ,  s u i t s .  The c o - o p e r a t i v e  s t o r e  may a l s o  
p ro d u c e  b u t t e r  and s u i t s  u n d e r  e x a c t l y  t h e  same b u s i n e s s  
e x t e r i o r  b u t  w i th  t h i s  d i f f e r e n c e  i n  m o tiv e ;  th e  i n c e n t i v e  i n  
th e  fo rm er  i s  s u p p l i e d  b y  t h e  f a r m e r s '  f i e l d  and  t h e  u so rk e rs '
\
f a c t o r y ,  t h a t  o f  t h e  l a t t e r  by t h e  s t o r e  rooms o f  t h e  c o n su m e r 's  
own house* **
The h i s t o r y  o f  t h e  c o - o p e r a t i v e  S to r e  may be s a i d  t o  d a te  
from  t h e  y e a r  1844 when th e  famous R ochdale  C o - o p e ra t iv e  S to r e  
was fo und ed  by tw e n ty  e ig h t  L a n c a s h i r e  workingm en, known i n  
t h e  h i s t o r y  o f  o r g a n iz e d  l a b o r  a s  t h e  "R ochd a le  p i o n e e r s " .  These 
tw e n ty  e i g h t  workingm an r e c e i v e d  t h e i r  i d e a s  and s u g g e s t i o n s  
on c o - o p e r a t i o n  from a  movement begun i n  1824 by R o b e r t  Owen, 
w h ic h ,  h o w ever ,  l a s t e d  b u t  t e n  y e a r s  l e a v i n g  o n ly  t h e  s u g g e s t i o n  
f o r  some one l e s s  i d e a l i s t i c  t o  a c c e p t  and  s u c c e s s f u l l y  a p p ly .  
Each o f  t h e  tw e n ty  e i g h t  men c o n t r i b u t e d  £1 t o  f u r n i s h  th e  
w o rk ing  c a p i t a l ,  o n ly  o n e - h a l f  o f  which was p a id  i n  a t  t h e  t i m e ,  
t h e  re m a in d e r  to  be w i t h h e l d  from  th e  e a r n i n g s  o f  t h e  s t o r e .
“ 1 .  C f .  P a y ,  C o - o p e r a t io n  a t  Home and A broad , p . 1 1 .
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From t h i s  e x tre m e ly  hum ble b e g in n in g  th e  s t o r e  a t  once 
p r o s p e r e d  and met w ith  s t e a d y  and s u b s t a n t i v e  s u c c e s s .  W ith in  
one y e a r  t h e r e  w ere  24 mem bers, and  t h e  c a p i t a l  had  grown t o  
£181 . I n  1 854 , t h e  m em bership  h ad  i n c r e a s e d  t o  900 and 
th e  a s s o o i a t i o n  had a  c a p i t a l  o f  £  7 ,172*  The sc o p e  o f  
b u s i n e s s  o f  t h e  s t o r e  c o n s t a n t l y  b ro a d e n e d ,  u n t i l  i n  1054 , t h e  
o r i g i n a l  i d e a ,  w hich  i n c l u d e d  t h e  employment o f  members, was 
f u r t h e r  c a r r i e d  o u t  by  t h e  s t a r t i n g  of a  c o t t o n  s p in n in g  
m i l l ,  and so o n  a f t e r  by th e  a d d i t i o n  o f  o t h e r  s i m i l a r  e n t e r ­
p r i s e s *
The K oohdale  p l a n  o f  c o - o p e r a t i o n  soon  s p r e a d  t o  
num erous o t h e r  s o c i e t i e s  n o t  o n ly  i n  E ng land  b u t  on t h e  c o n t i n e n t  
and  i n  th e  U n i te d  S t a te s *  The U n i te d  Kingdom h a s  a lw ay s been  
a b le  t o  m a i n t a i n  i t s  l e a d  i n  c o n su m e rs1 c o - o p e r a t i o n .  I n  1910 
t h e r e  w ere  i n  G rea t  B r i t a i n  1 ,4 2 8  c o - o p e r a t i v e  s t o r e s  
r e p r e s e n t i n g  a  m em bership  o f  2 ,5 4 2 ,5 3 2 ;  a  s h a r e  c a p i t a l  o f  
£  3 1 ,6 1 4 ,5 5 9 ;  l o a n s  and d e p o s i t s  o f  £  4 ,8 5 1 ,7 5 3 ;  a  r e s e r v e  
fu n d  o f  £  2 ,1 6 6 ,2 5 4 ;  a  t u r n o v e r  o f  £  7 1 ,8 6 1 ,3 8 3 ;  n e t  p r o f i t s  
o f  £  1 0 ,9 3 6 ,3 3 1 ;  and  a  v a lu e  i n  r e a l  e s t a t e  o f  £ 1 2 ,8 5 5 ,8 6 2 *
T hese f i g u r e s  i n  a  c o m p a r iso n  w i t h  th o s e  f o r  1900 show a  
d e c r e a s e  i n  num ber o f  s t o r e s  o f  36 b u t  an  i n c r e a s e  o f  o v e r  
40  p e r  c e n t  i n  m em bersh ip , w o rk in g  c a p i t a l ,  and  t u r n o v e r .  I n  
a d d i t i o n  t o  t h e  num ber and s t r e n g t h  o f  t h e  c o - o p e r a t iva s t o r e s  
i n  G re a t  B r i t a i n  j u s t  g iv e n ,  i t  s h o u ld  b e  added  t h a t  i n  1910 , 
1 ,0 1 7  C onsum ers ' S o c i e t i e s  h a v in g  4 2 ,7 0 6  em ployees p ro d u ce d  
£ 2 2 ,9 7 8 ,4 4 0  w o rth  o f  g o o d s ,  w h ic h  amount was tw e n ty  t im e s  
g r e a t e r  t h a n  th e  v a lu e  o f  t h e  goods p ro d u c e d  by in d e p e n d e n t  
p r o d u c t i v e  s o c i e t i e s .  I t  m igh t be  w e l l  t o  add  t h a t  o f  t h e  1 ,0 1 7
S o c i e t i e s  m en tio n ed  w hich w ere  engaged  in  p r o d u c t i o n ,  586 
were engaged  i n  t h e  m an u fa c tu re  o f  b o o ts  and s h o e s ,  3£4 i n  
t a i l o r i n g  and m a n u fa c tu re  o f  m e n 's  h o s i e r y ,  347 i n  d re s sm a k in g  
and m i l l i n e r y ,  732 i n  b a k in g ,  and  459 i n  th e  meat b u s i n e s s .
I t  i s  o f  c o u rs e  u n d e r s to o d  t h a t  i n  many i n s t a n c e s  a  s o c i e t y  
would be  engaged  i n  more t h a n  one l i n e  o f  m a n u f a c tu r e .
I n  o t h e r  c o u n t r i e s  th o u g h  l e s s  h i g h l y  d e v e lo p e d  th a n
i n  G rea t  B r i t a i n ,  c o - o p e r a t iw a  s t o r e s  a r e  num erous . I n  1909 ,
t h e r e  were i n  Denmark 1 ,3 0 0  c o - o p e r a t i v e  s t o r e s  w i t h  1 7 6 ,7 0 0
members. I n  Germany i n  1910 t h e r e  w ere  2 ,3 1 1  o o - o p e r a t iv e  s t o r e s
w i th  a  m em bersh ip  o f  1 ,4 7 3 ,7 4 0  and a  t u r n o v e r  o f  £  2 0 ,6 3 5 ,2 6 9 ;
i n  B elgium  i n  1908 , 394 c o - o p e r a t i v e  s t o r e s  w i t h  a  memberhip
o f  2 ,5 0 ,1 0 6 ;  and  i n  A u s t r i a  i n  1910 , t h e r e  were 1 ,3 8 2  c o - o p e r a t i v e
s t o r e s  w i t h  a  t u r n o v e r  o f  1 2 8 ,5 3 1 ,0 0 0  c ro w n s .1 *34
The W hole- The E n g l i s h  W h o le sa le  S o c ie ty  was e s t a b l i s h e d
s a l e  s o c i e t ­
i e s .  i n  1864 f o r  t h e  p u rp o se  o f  c o m p le t in g  t h e
in d ep e n d en c e  o f  th e  r e t a i l  s t o r e s ,  o f  f u r n i d a i n g  
s u p p l i e s  o f  u n d o u b ted  p u r i t y ,  and o f  s a v in g  th e  p r o f i t s  o f  f e e  
w h o le s a le  t r a d e .  Prom th e  v e ry  o u t s e t  t h i s  s o c i e t y  was
e m in e n t ly  s u c c e s s f u l  u n t i l  i t  i s  now c la im e d  by some a u t h o r i t i e s  
t o  be th e  l a r g e s t  m e r c a n t i l e  e s t a b l i s h m e n t  in  t h e  w o r ld .  The 
h e a d q u a r t e r s  o f  th e  s o c i e t y  a r e  a t  M a n c h e s te r  b u t  many b ra n c h e s  
o f f i c e s  a r e  m a in t a in e d .  I t  h a s  a b o u t  t h i r t y  r e s i d e n t  b u y e rs  
i n  a l l  p a r t s  o f  th e  w o rld  w h i le  n in e  s h i p s  p l y  c o n t i n u a l l y  
be tw een E ng lan d  and I r e l a n d  and  E ngland and  t h e  C o n t in e n t .
 ............................   i
1 .  A l l  f i g u r e s  g iv e n  above a r e  t a k e n  from  t h e  1913 Y ear Book 
o f  I n t e r n a t i o n a l  C o - o p e r a t io n .
I n  1868 t h e  S c o t t i s h  W h o lesa le  S o o ie ty  was s t a r t e d  upon 
p r a c t i c a l l y  th e  same p l a n  a s  t h a t  o f  th e  B r i t i s h  s o c i e t y .  The 
members o f  a  w h o le s a le  s o c i e t y  a r e  r e t a i l  s o c i e t i e s  and  n o t  
i n d i v i d u a l s .
I t  h a s  been  found  b e s t  n o t  t o  r e t u r n  t o  t h e  r e t a i l  
s o c i e t i e s  t h e  s a v in g s  o f  th e  w h o le s a le  s o c i e t i e s  f o r  t o  do so 
would e i t h e r  t e n d  t o  d is c o u r a g e  t h r i f t  o r  t o  p£ave  i n  t h e i r  
h ands  a  fu n d  w h ich  t h e y  c o u ld  n o t  p r o f i t a b l y  u s e .  The p r o f i t s  
o f  th e  w h o le s a le  t r a d e  h ave  t h e r e f o r e  b e e n  i n v e s t e d  in  many 
d i f f e r e n t  v a r i e t i e s  o f  p r o d u c t i v e  e n t e r p r i s e ,  and  b e c a u se  o f  
such  i n v e s tm e n t s  th e  w h o le s a le  h o u se s  h av e  become p o w e rfu l  
c o m p e t i to r s  n o t  o n l y  o f  p r i v a t e  p r o d u c e r s  b u t  o f  c o - o p e r a t i v e  
p ro d u c e r s  a s  w e l l .  Many o f  t h e  r e t a i l  s t o r e s  a l s o  engage 
d i r e c t l y  i n  th e  m a n u fa c tu re  o f  goods f o r  t h e i r  mem bers. I n   ̂
1902 , 776 S o c i e t i e s  e s t a b l i s h e d  p r i m a r i l y  f o r  d i s t r i b u t i o n  
employed 3 1 ,0 0 0  p e r s o n s  i n  p r o d u c t i o n  and t h e i r  a n n u a l  s a l e s  
o f  goods m a n u fa c tu re d  by  th e m se lv e s  am ounted  t o  £  1 0 ,3 6 1 ,6 4 8 .  
T hese f i g u r e s  i t  i s  t o  b e  b o rn e  i n  mind do n o t  r e p r e s e n t  t r u e  
c o - o p e r a t i v e  p r o d u c t i o n  b u t  o n ly  p r o d u c t io n  a s  i t  i s  c a r r i e d  
on by  c o n su m e rs '  s o c i e t i e s .  G e n e r a l ly  t h e  s o c i e t i e s  do  n o t  
even  pay  a  s to c k  bonus to  t h e i r  l a b o r e r s .  The S c o t t i s h  Whole­
s a l e  S o c i e t y ,  how ever, does  p a y  a  bonus t o  i t s  l a b o r e r s  w hich  
c o r r e s p o n d s  i n  r a t e  t o  th e  d iv id e n d s  p a id  on m em bers' pu rch ases .^ *  
I n  1910 The E n g l i s h  W ho lesa le  S o c i e ty  had  a f f i l i a t e d  
w i th  i t  1 ,1 6 0  r e t a i l  s o c i e t i e s ,  had a  c a p i t a l  s t o c k  s u b s c r i b e d  
and  p a id  up o f  £  3 ,4 0 0 ,0 0 0 ,  a  t u r n o v e r  o f  -£ 2 6 ,5 6 7 ,8 3 3 ,  p ro d u ce d
1 .  C f. Adams and Sumner, l a b o r  P ro b le m s , p p . 39 4 -407 .
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5 6 ,5 8 1 ,3 1 0  w orth  o f  g o o d s ,  and r e a l i z e d  £ 4 6 2 ,4 7 0  p r o f i t s
which am ounted  t o  a  d iv id e n d  o f  1 6 .6  p e r  o e n t .  The S c o t t i s h
W holesa le  S o c ie ty  i n  1 9 1 0 ,  had a f f i l i a t e d  w i t h  i t  a b o u t  275
members, r e p r e s e n t i n g  a  p a id -u p  c a p i t a l  o f  £  4 3 1 ,2 3 0 ;  a  t u r n o v e r
o f  £  7 ,7 3 8 ,1 3 8 ,  a  v a lu e  o f  goods p ro d u c e d  o f  £ 2 ,4 3 5 ,3 1 3 ;  and
a  p « 4 4 i t  o f  £ 2 7 3 ,5 6 4  w hich  e q u a le d  a  d iv id e n d  o f  3 3 .3  p e r  c e n t .
The W h o le sa le  S o c ie ty  o f  Germany h ad  a f f i l i a t e d  w i t h  i t
675 r e t a i l  s o c i e t i e s ,  r e p r e s e n t i n g  a  c a p i t a l  o f  £ 1 0 0 ,0 0 0 ;
a  t u r n o v e r  o f  £  4 ,4 3 3 ,4 8 2 ;  and a  p r o f i t  o f  £  50 ,788  e q u a l l i n g
a  d i v id e n d  o f  2 p e r  e e n t . ^
I t  i s  d i f f i c u l t  t o  o b t a i n  a d e q u a te  s t a t i s t i c s  o o n c e m -
C o - o p e ra t io n  i n g  e i t h e r  p ro d u c e r s  o r consum ers c o - o p e r a t i o n
i n  t h e
U n i te d  S t a t e s  i n  th e  U n i te d  S t a t e s .  T here  has n e v e r  been
any  c e n t r a l  o r g a n i z a t i o n  i n  t h i s  c o u n t r y  vh i c h  
c o u ld  e x e r c i s e  a  c o h e s iv e  f o r c e  o v e r  t h e  movement o f  c o - o p e r a ­
t i o n .  M oreover, v e ry  few o f  even t h e  c o n s u m e rs 1 s o c i e t i e s  
have had i n  t h e  U n ite d  S t a t e s  more t h a n  a  s h o r t  e x i s t e n c e  
and many c o - o p e r a t i v e  e n t e r p r i s e s  h av e  d o u b t l e s s l y  e x i s t e d  and 
p a s s e d  frcm  th e  scen e  u n r e c o r d e d .  There have been  r e p e a t e d  
a t t e m p t s  t o  e s t a b l i s h  co-ope  r a t i d n e  s t o r e s  i n  t h i s  c o u n t r y .  I t  
i s  l i k e l y  t h a t  th e  f i r s t  known a t t e m p t  was t h a t  o f  a  B oston  
t a i l o r  who s t a r t e d  i n  B o s to n  in  1844 a  so c a l l e d  " d i v i d i n g  
s t o r e "  among the  members o f  th e  New E ng land  A s s o c i a t i o n  o f  
M echan ics  and Workingmen. From t h i s  b e g in n in g  i n  1844 s p r a n g  
what was c a l l e d  th e  New E ng lan d  P r o t e c t i v e  U n io n , w h ic h  i n  1852 , 
had  400 s u b - d i v i s i o n s ,  165  o f  w hich  made s a l e s  am o u n tin g  i n  
1852 , t o  $ 1 ,6 9 6 ,8 2 5 .  I n  1858 th e  c o - o p e r a t i v e  o r g a n i z a t i o n s
1 .  F ig u r e s  frcm  Year Book, I n t e r n a t i o n a l  O o - o p e r a t io n .
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began t o  d e c l i n e  and a t  the  o u tb r e a k  of th e  C i v i l  War f i n a l l y  
f e l l  to  p i e c e s .  I t  h a s  been s a i d  t h a t  among th e  c a u s e s  o f  
th e  f a i l u r e  o f  th e  769 S t o r e s  which i t  i s  known a t  abou t t h i s  
t im e  e x i s t e d ,  a s i d e  from th e  b u s in e s s  p a r a l y s i s  c au se d  by th e  
C i v i l  War, were (a )  th e  d i f f i c u l t i e s  o f  th e  sy s tem  o f  s e l l i n g  
a t  c o s t ,  (b) t h e  c h o ic e  of in c o m p e te n t  m an a g e rs ,  ( c ) t h e  u s e  o f  
c r e d i t ,  (d) l a c k  o f  i n t e l l i g e n c e  and o f  th e  s p i r i t  o f  c o - o p e r a -  
t i  on.
F o llo w in g  t h e  e f f o r t s  o f  1844 and 1852 w hich  c o l l a p s e d  
d u r in g  th e  C i v i l  War came t h e  e f f o r t  of t h e  l a t e  s i x t i e s  w hich  
was made i n  t h e  g range  s t o r e s  o f  t h e  P a t r o n s  o f  H usbandry , 
a  f a r m e r s '  o r g a n i z a t i o n  s t a r t e d  i n  1866 . Most o f  t h e s e  s t o r e s  
soon  p a s s e d  from p ro m in e n ce  bu t  i t  i s  e s t im a te d  th a t :  a s  a  
r e s u l t  o f  t h i s  seco n d  im p e tu s  t h e r e  were in  (Texas a lo n e  i n
\
1885, 150 c o - o p e r a t i v e  r e t a i l  s t o r e s  and one w h o le s a le  s t o r e .
I n  1 874 , The S o v e re ig n s  o f  I n d u s t r y  and a l i t t l e  l a t e r  
th e  F a r m e r s '  A l l i a n c e  e s t a b l i s h e d  c o - o p e r a t i v e  s t o r e s  i n  th e  
U n i te d  S t a t e s ,  none o f  which e x i s t e d  f o r  more th an  a  c o m p a r a t iv e ­
l y  s h o r t  p e r i o d .  To th e  fo rm er  o r g a n i z a t i o n ,  how ever, i s  
e n t i t l e d  th e  d i s t i n c t i o n  o f  f i r s t  f o u n d in g ’ i n  t h i s  c o u n t r y  th e  
R ochdale  System of c o - o p e r a t i v e  s t o r e s . ^ -
I t  i s  d i f f i c u l t  t o  e s t im a t e  th e  number o f  c o - o p e r a t i v e
s t o r e s  o p e r a t i n g  In th e  U n i te d  S t a t e s  at t h e  p r e s e n t  t im e .
I n  1 9 0 4 , i t  was known t h a t  t h e r e  were i n  New E ngland  a t  l e a s t
43 s t o r e s ,  in  K ansas 36 , i n  C a l i f o r n i a ,  W ash ing ton  a n d  Idaho
7 0 ,^ an d  abo u t 30 i n  t h e  N o r th  C e n t r a l  S t a t e s .  P r o f e s s o r
P a rs o n s  e s t im a te d  t h a t  i n  1 9 0 3 , t h e r e  w ere  200 c o - o p e r a t i v e
s t o r e s  h a v in g  a  m em bersh ip  o f  60 ,0 0 0  and d o in g  a  b u s i n e s s  o f
ab o u t $ 7 ,0 0 0 ,0 0 0  p e r  y e a r .  P e rh a p s  th e  b e s t  and m ost r e c e n t  
1 .  C f .  Adams and Sumner, l a b o r  P ro b lem s, p p .  379-407 ; C a r l t o n ,
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i n v e s t i g a t i o n  o f  c o - o p e r a t i v e  e f f o r t  o f  a l l  k in d s *  l i m i t e d ,  
how ever, t o  o n ly  one S t a t e ,  i s  t h a t  made by t h e  S t a t e  U n i v e r s i t y  
o f  M in n e so ta  i n  19 14 , The s u r v e y  d i s c l o s e d  t h a t  t h e r e  w ere  
in  1 9 13 , 120 c o - o p e r a t i v e  s t o r e s  sue e e s s f u l l y  o p e r a t i n g  i n  
th e  s t a t e  o f  M in n e so ta  d o in g  i n  t h a t  y e a r  a  b u s in e s s  o f  $ 4 ,2 5 0 ,
000 . An in c o m p le te  s u r v e y  o f  c o - o p e r a t i d v e  e f f o r t  i n  Montana 
c o n d u c ted  by t h e  w r i t e r  i n  1 91 4 -1 5  d i s c l o s e d  t h a t  t h e r e  were 
a t  l e a s t  s e v e n  c o - o p e r a t i v e  s t o r e s  o p e r a t i n g  in  t h e  s t a t e  a t  
th e  tim e o f  th e  s tu d y .  The w r i t e r  a l s o  l e a r n e d  o f  a t  l e a s t  
f o u r  r e c e n t  f a i l u r e s  o f  c o - o p e r a t i v e  s t o r e s  i n  M ontana.
The two e s s e n t i a l  f e a t u r e s  o f  c o - o p e r a t i v e  s t o r e s  a r e ,  
(a )  d e m o c ra t ic  management and  (b) some sy s te m
The p l a n  o f
O r g a n iz a t io n  o f  d i v i d i n g  p r o f i t s  i n  p r o p o r t i o n  t o  p u r c h a s e s ,  
and  Modus
O p e ran d ! .  U s u a l ly  c o - o p e r a t i v e  s t o r e s  a r e  c o n t r o l l e d  on '
t h e  " o n e -m a n -o n e -v o te "  p r i n c i p l e  r e g a r d l e s s  o f  
th e  num ber o f  s h a r e s ,  th e  member may h o ld ,  and t h i s  p r i n c i p l e  
i s  c o n s id e r e d  e s s e n t i a l  to  c o - o p e r a t i o n .  I n  some c a s e s  a  
member i s  a l lo w e d  n o t  more t h a n  one s h a r e ;  i n  o t h e r s ,  a s  in  
E n g la n d , he i s  a l lo w e d  a s  many a s  200 . The v a lu e  o f  a  s h a re  
i n  E n g lan d  i s  u s u a l l y  low b e in g  i  1 . The s h a r e  h o l d in g s  
th e m s e lv e s  u s u a l l y  e n t i t l e  th e  owners to  n o t  more th a n  a  f i x e d  
r a t e  o f  i n t e r e s t ,  which i s  t r e a t e d  as caae of th e  ex p en ses  o f  
th e  b u s i n e s s .
I n  t h e  d i v i s i o n  of p r o f i t s  two m ethods have  been  
em ployed . P r o f i t s  have  been  d iv id e d  sum ply  among s h a r e - h o l d e r s  
in  p r o p o r t i o n  t o  t h e i r  p u r c h a s e  h r  th e y  may be d iv id e d  among 
H i s t o r y  and  P rob lem s o f  O rg an ized  l a b o r ,  p p .2 1 0 -2 2 0 .
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b o th  s h a r e h o l d e r s  and  n o n - s h a r e h o l d e r s ,  the l a t t e r  r e c e i v i n g  
a  s m a l l e r  p r o p o r t i o n ,  f r e q u e n t l y  o n e - h a l f  th e  d iv id e n d s  a l l o t t e d  
to  t h e  fo rm e r .  The f i r s t  p l a n  i s  th e  one u s u a l l y  f o l lo w e d  i n  
the  U n i te d  S t a t e s ,  the second i s  th e  R o c h d a le ,  o r  E n g l i s h  m eth od . 
Sometimes a  f h l l  d iv id e n d  i s  d e c l a r e d  f o r  th e  n o n - s h a r e h o l d e r s ,  
on ly  o n e - h a l f  b e in g  p a id  in  c a s h  th e  o th e r  h a l f  b e in g  c r e d i t e d  
to w ard  t h e  p u r c h a s e  o f  a  s h a r e  o f  s to c k .  I t  i s  g e n e r a l l y  
a c c e p te d  a s  good b u s in e s s  p o l i c y  t o  a l lo w  non-m em bers t o  s h a r e  
i n  d iv id e n d s  th o u g h  t o  a  l e s s  d e g re e  th a n  f u l l  members. I t  i s  
n e c e s s a r y  w here  p r o f i t s  a r e  g r a n t e d  t o  none b u t  s h a r e h o l d e r s  
to  c a r e f u l l y  l i m i t  th e  number o f  s h a r e s  t o  b e  h e ld  by  one 
i n d i v i d u a l  e l s e  the c o n c e rn  w i l l  d e g ra d e  i n t o  a  j o i n t  s t o c k  
company.
Under the  R ochdale  p l a n  th e  c u r r e n t  p r i c e s  a r e  th e  p r i c e s
\
a c c e p te d  b y  -the s t o r e ,  though  i t  i s  i n s i s t e d  t h a t  th e  goods 
s o l d  s h a l l  b e  p u re  a n d  o f  a  good q u a l i t y .  With e a c h  p u rc h a s e  
a  c u s to m e r  i s  g i v e n  a  t i c k e t  w h ic h  i s  p r e s e n t e d  at th e  end o f  th e  
f i s c a l  y e a r ,  and  each  p u r c h a s e r  ^ r e c e iv e s  h i s  p r o p o r t i o n  o f  
d iv id e n d s ,  a c c o r d in g  t o  th e  amount o f  h i s  t r a d e .  Some c o - o p e r ­
a t i v e  c o n c e rn s  s e l l  a t  t h e  lo w e s t  p o s s i b l e  p r i c e s .  T here  i s ,  
how ever, d a z ^ e r  u n d e r  t h i s  p l a n  t h a t  u n f o r e s e e n  e x p e n s e s  o r  l o s s e s  
w i l l  w ip e  away a l l  p r o f i t s  o f  the b u s i n e s s  and even  p ro d u c e  r u i n .  
T h is  p l a n  wouLd n e c e s s i t a t e  s e l l i n g  o n ly  t o  members and t h u s  
th e  p a t r o n a g e  and a d v e r t i s i n g  from non-members i s  s a c r i f i c e d .
M oreover, t h e  system  w h ic h  s e l l s  a t  c u r r e n t  p r i c e s  h a s
c e r t a i n  p o s i t i v e a d v a n t a g e s .  F i r s t ,  t h r i f t  i s  en co u rag e d  by 
lum ping  s a v i n g s .  S econd , i t  r e n d e r s  i t  d i f f i c u l t  t o  c o n c e a l
bad a d m i n i s t r a t i o n .  And t h i r d ,  t h e  o p p o s i t i o n  o f  o t h e r  s t o r e s
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b e c a u se  o f  p r e t e n d i n g  t o  u n d e r s e l l  them , i s  n o t  ro u s e d .  I t  
t o o  f r e q u e n t l y  happens t h a t  com peting s t o r e s  w i l l  s e l l  a r t i c l e s  
below c o s t  to  a t t r a c t  t r a d e  from th e  c o - o p e r a t i v e  s t o r e  and  
t h u s  t o  b r in g  a b o u t  i t s  d e s t r u c t i o n .
Some s t o r e s  h av e  d e c l a r e d  d i v i d e n d s  s e m i- a n n u a l ly  
and even  q u a r t e r l y  b u t  t h i s  p o l i c y  l i k e  t h a t  o f  s e l l i n g  a t  
a  minimum p r i c e  i s  open t o  s e r i o u s  o b j e c t i o n  b e c u a se  o f  t h e  
d a n g e r  o f  u n e x p e c te d  e x p e n se s  and l o s s e s .
One o f  t h e  fu n d a m e n ta ls  o f  c o - o p e r a t i v e  s t o r e s  i s  c a s h  
pay m en ts ,  and th o u g h  t h i s  p r i n c i p l e  h a s  n o t  been  u n i v e r s a l l y  
f o l lo w e d  t h e  g iv in g  o f  c r e d i t  h a s  p e r h a p s  c a u s e d  more f a i l u r e s  
o f  c o - o p e r a t i v e  s t o r e s  th a n  h a s  any o t h e r  one t h i n g .  By t h e  
payment o f  c a sh  t h e  o o - o p e r a t iv e  s t o r e s  a r e  sa v ed  from  th e  
e m b arrassm en t o f  s m a l l  d e b t s ,  th e  n e c e s s i t y  o f  t a k i n g  p a r t  i n  
l e g a l  d i s p u t e s  and  a r e  e n a b le d  t o  a p y  c a s h  f o r  t h e i r  s u p p l i e s  
from t h e  w h o le s a le  s o c i e t i e s .
P h rh a p s  one o f  t h e  most fu n d am e n ta l  n e c e s s i t i e s  o f  a  
c o - o p e r a t i v e  s t o r e  i s  th e  s e l e c t i o n  o f  a n  e f f i c i e n t  m an ag er .
The h i s t o r y  o f  c o - o p e r a t i v e  s t o r e s  r e v e a l s  t h a t  t o o  many 
t im e s  d i r e c t o r s  h a v e  ch osen  m anagers  on m e re ly  "good f e l l o w s h i p "  
q u a l i f i c a t i o n s .  Such a c t i o n  on t h e  p a r t  o f  b o a rd s  r a r e l y  
r e s u l t s  o t h e r w i s e  t h a n  i n  d i s a s t e r .  The u n w i l l i n g n e s s  on t h e  
p a r t  o f  c o - o p e r a t i v e  s t o r e s  to  pay  s a l a r i e s  s u f f i c i e n t l y  l a r g e  
to  a t t r a c t  c a p a b le  m anagers  h a s  been  a t ten d -e d  by  i n e v i t a b l e  
f a i l u r e s .
C o n c e rn in g  th e  o o - o p e r a t iv e  s t o r e  i n  E ng lan d , C la y to n  
w r i t e s  t h a t  " th e  c o - o p e r a t i v e  s to r e  i s  a  r e c o g n iz e d  i n s t i t u t i o n  
in  e v e r y  l a r g e  I n d u s t r i a l  c e n t e r  - -  London e x c e p te d  - -  i n
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G rea t  B r i t a i n  t o d a y . "  C la y to n  f a r t h e r  p o i n t s  o u t  t h a t  t h e  
s h i f t y  p o p u l a t i o n  o f  London, f r e q u e n t l y  c h an g in g  employment 
and m oving , a r e  t o o  nom adic t o  h e  l u r e d  by th e  a p p e a l s  o f  
eccnomy o r  t h r i f t .  The enorm ous m iddle  c l a s s  p o p u l a t i o n  o f  
London, C la y to n  t e l l s  u s ,  lo o k  to o  c o l d l y  upon  a  d e m o c ra t ic  
a  t h i n g  a s  a  c o - o p e r a t i v e  s t o r e .  The w e a l t h e i r  o f  t h e  m id d le  
c l a s s  a v a i l  th e m s e lv e s  o f  th e  a d v a n ta g e s  o f  th e  b i g  j o i n t  s t o c k  
conpany s t o r e s .  But t o  the  w ork ing  men i t  i s  t h a t  c r e d i t  s h o u ld  
be g i v e n  f a r  th e  e s t a b l i s h m s i t  o f  c o - o p e r a t i v e  s t o r e s .  "They 
p la n n e d  c o - o p e r a t i v e  s o c i e t i e s  and s i t  them  up  when t h e i r  
days w ork  was f i n i s h e d  and  gave e n t h u s i a s t i c a l l y  o f  t h e i r  
l e i s u r e  t o  the  c o - o p e r a t i v e  p r o p a g a n d a . "
A want o f  i n i t i a t i v e  k eep s  th e  London m id d le o la s s  o u t  o f  
c o - o p e r a t i o n .  And added  t o  t h i s  a  f e e l i n g  o f  c l a s s  p r i d e  and 
an e x i s t i n g  i n d e b te d n e s s  t o  th e  t ra d e sm e n  o f  t h e  n e ig h b o rh o o d  
have p r e v e n te d  t h e  g row th  o f  th e  c o - o p e r a t i v e  s t o r e  i n  London.
C la y to n  h as  p o i n t e d  ou t and  em p hasized  some o f  t h e  
f u n d a m e n ta ls  o f  c o - o p e r a t i o n  a l r e a d y  r e f e r r e d  t o .  "Given a  
c c n g e n ia l  n e ig h b o rh o o d "  s a y s  C la y to n ,  " th e  s u c c e s s  o f  t h e  
c o - o p e r a t i v e  s t o r e  w i l l  depend  l a r g e l y  on t h e  a b i l i t y  o f  i t s  
m anagers ,  and t h e  c h o ic e  o f  i t s  m anager i s  i n  th e  hands o f  th e  
c o m m ittee ,  who i n  t h e i r  t u r n  a r e  e l e c t e d  by a l l  t h e  members o f  
t h e  l o c a l  s o c i e t y .  I t  i s  n o t  s u f f i c i e n t  t h a t  t h e  com m ittee  
sh o u ld  make a  w ise  c h o i c e .  The m anager must be b a c k e d  u p  and 
f e e l  t h a t  i n  th e  c o m m ittee  h e  h a s  a  s e n s i b l e  and a l e r t  body o f  
d i r e c t o r s .  L o y a l ty  on b o th  s i d e s  i s  e s s e n t i a l .  A m anager b e in g  
human may e r r ,  and w i th  t h e  b e s t  i h i t h  i n  t h e  w orld , b r i n g  a
1 .  C la y to n ,  C o - o p e r a t io n ,  p . 32
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s o c i e t y  t o  r u i n  u n le s s  the  c o m m ittee  a r e  awake t o  th e  n e e d f u l  
e x e r c i s e  o f  d i s c r e t i o n .  A c o m m ittee ,  on the  o t h e r  h a n d ,  t r o u b l e d  
by d o u b t ,  o r  o f  mean s p i r i t ,  may cramp and d i s c o u r a g e  t h e  
a c t i v i t y  o f  a  good m anager. l o y a l t y  on  b o th  s i d e s  f u l l y  
a p p r e c i a t e d  w i l l  p r e v e n t  d i s a s t e r .  The m anager w i l l  n o t  r e s e n t  
a d v ic e ,  and  t h e  com m ittee  w i l l  s u p p o r t  t h e i r  m anager w hole*  
h e a r t e d l y  w i th o u t  s h r i n k i n g  from  d i s s u a d in g  h im  from  w hat may 
seem r a s h  c o u r s e s ,  when a l l  p u t  th e  s u c c e s s  o f  c o - o p e r a t i o n  
b e fo re  p e r s o n a l  a d v a n t a g e . "  1
As a  r u le  the  em ployees o f  o o - o p e r a t iv e  s t o r e s  do n o t  
s h a r e  i n  th e  p r o f i t s  e x c e p t  as t h e y  be  members and r e c e i v e  
d iv id e n d s  i n  p u r c h a s e s .  They u s u a l l y  have  no d i r e c t  v o ic e  i n  
th e  management o f  th e  b u s i n e s s  of t h e  c o n c e r n .  T here  h a s ,  
ho w ever, o f  l a t e  b e en  a  s t r o n g  te n d e n c y  t o  p e rm i t  t h e  em ployees 
i n  t h e  p r o d u c t i v e  dep a r tm en t  o f  co n su m ers ' s o c i e t i e s  t o  e n jo y  
th e  same p r i v i l e g e s  which are  en jo y e d  by th e  w o rk e rs  i n  t h e  
p r o d u c e r s ’ s o c i e t i e s .  "A c o - o p e r a t i v e  s o c i e t y  whose members make 
t h e  e a r n in g  o f  a  d iv id e n d  f o r  p u r c h a s e r s  t h e  b e g in n in g  and end  
o f  c o - o p e r a t i o n  w i l l  c a r e  l i t t l e  what wages and c o n d i t i o n s  p r e v a i l  
i n  t h e  s t o r e  and what h o u r s  a r e  w orked by t h e  p e r s o n s  e n jo y i n g  
th e m ."  2
I t  h a s  b e e n  p o i n t e d  o u t  b y  Mr. C la y to n  t h a t  p a t r o n a g e  
and l o y a l t y  ty  th e  l o c a l  c o - o p e r a t i v e  s t o r e  to  t h e  c o - o p e r a t i v e  
w h o le s a le  s o c i e t i e s  i s  e s s e n t i a l .  The r e a s o n ,  C la y to n  i n t i m a t e s ,  
f o r  th e  e s t a b l ih s m e n t  cf t h e  i / i io le sa le  s o c i e t i e s  w as, t h a t  good 
and  p u re  goods made u n d e r  f a i r  c o n d i t i o n s  o f  l a b o r  c o u ld  be  a s s u r e d .  
I f ,  s u g g e s t s  C la y to n ,  the  C o - o p e ra t iv e  s t o r e s  p a t r o n i z e  o t h e r
1 .  C la y to n ,  C o - o p e r a t io n ,  p .  22 .
2 . I b i d ,  p .  34 .
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T feo lesa le  s u p p ly  c o n p a n ie s  w i t h o u t  an  eye tow ard  "pu re  and 
u n a d u l t e r e d  goods made u n d e r  f a i r  c o n d i t i o n s  o f l a b o r " ,  one 
o f  th e  p e rm an en t o b j e c t s  o f  c o - o p e r a t i o n  h a s  b e e n  d e f e a t e d .
He w r i t e r s  f u r t h e r ,  "a  s u r e  t e s t  o f the h e a l t h  o f  a  c o - o p e r a t i v e  
s o c i e t y  i s  th e  amount o f  i t s  t r a d e  w i th  th e  w h o l e s a l e . ”
Much i s  b e in g  done i n  E n g land  t o  p rom ote  a  c o - o p e r a t i v e  
e d u c a t i o n  cam paign th e  same t o  be co n d u c ted  b y  t h e  o o - o p e r a t i v e  
s t o r e s  said to  be f in a n c e d  from  t h e  e a r n in g s  o f the  s t o r e .
"W h a t,” a s k s  C la y to n ,  " i f  t h e  d iv id e n d  i s  1 s .  8 d .  when i t
m ig h t h av e  been  I s .  9 d . o r  2 s .  3 d .  when i t  m ight h ave  b e en
2 s .  4 d .  or even h a l f  a  crown? I f  th e  d i f f e r e n c e  i s  d u e  to
e x p e n d i tu r e  i n  e d u c a t i o n ,  o r  l e c t u r e s  o r  c o n f e r e n c e s ,  t h e  money 
h a s  b e e n  w e l l  s p e n t ,  and th e  m anbers  may c o n g r a t u l a t e  t h e m s e l v e s . ” 
The B r i t i s h  c o - o p e r a t o r s  m a i n t a i n  t h r e e  o r  f o u r  p u b l i c a t i o n s  
th e  o b je c t  o f  which i s  t o  p rom ote  t h e  t r u e  c o - o p e r a t i v e  s p i r i t *  
R e fe r e n c e  h a s  a l r e a d y  been  made t o  t h e  s l i g h t  d e c r e a s e  
in  number o f  c o - o p e r a t i v e  s t o r e s  i n  E ng land  be tw een  t h e  y e a r s  
1900 and  1 9 1 0 .  T h is  d e c r e a s e  in  num ber o f  s t o r e s  i s  n o t  an e v i ­
dence  o f  w eakness bu t  a n  e v id e n c e  o f  g ro w th .  The v a r io u s  l o c a l  
s t o r e s  c o n t i n u e  t o  sparedd o u t  in  t h e i r  t r a d e  u n t i l  c o m p e t i t io n  
and  f r i c t i o n  b e tw een  sane  two becom ing a c u t e ,  ]f«l:oes them  to  
am algam ate . C la y to n  w ri t e s ,  "when d i s p u t e s  a r i s e  a s  t o  t h e  
r i v a l  c l a im s  o f  s o c i t i e s  f o r  new t e r r i t o r i e s ,  i t  i s  a  s u re  s i g n  
t h a t  th e  t im e  i s  r i p e  f o r  a m a lg a m a t io n ."
What t h e n  a re  o u r  c o n c lu s io n s  c o n c e rn in g  c o - o p e r a t i v e  
s t o r e s ?
Cone l u s i o n
To sum m arize t h e  e s s e n t i a l s  f o r  c o - o p e r a t i v e  
s t o r e s ,  we would i n c lu d e  th e  f o l lo w in g :  (a )  Employment o f  
e f f i c i e n t  m an ag ers ,  (b )  Harmony and lo y a l t f e  b e tw ee n  manager ,
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d i r e o t o r s ,  and m em bers, (o ) l o y a l t y  o f  members and o f f i c i a l s  t o  
t b e  s t o r e ,  (d )  l i m i t e d  s h a r e h o l d i n g s ,  (e )  S p i r i t  o f  d em ocracy ,
( f )  A j u s t  m ethod  o f  a l l o t i n g  d iv id e n d s ,  (g) C u rren t  p r i c e s ,
(h) Cash p ay m en ts .
E e f  e r r i n g  to  th e  r e a s o n s  why c o - o p e r a t i v e  s t o r e s  h a v e  
su c c e e d e d ,  P r o f e s s o r  S e a g e r  m en tio n s  th e  f o l lo w in g :  (1 ) The 
s e r v i c e  t h e y  r e n d e r  i s  s im p le ,  (2 ) The c o - o p e r a t i v e  s t o r e s  a r e  
s u re  o f  t h e i r  c u s to m e rs ,  (3 ) They can  ru n  on a  c a s h  b a s i s ,
(4 ) They r e q u i r e  l i t t l e  c a p i t a l  a n d  can e a s i l y  g e t  i t  from th e  
s a v in g s  o f  th e  c o - o p e r a t i v e s .
Among 1he r e a s o n s  f a r  t h e  s lo w  and u n s t e a d y  g ro w th  
of c o - o p e r a t i v e  s t o r e s  i n  t h e  U n i te d  S t a t e s  s h o u ld  be m e n t io n e d  
t h e  f o l l o w i n g :  (1 ) The b e t t e r  o r g a n i z a t i o n  o f  r e t a i l  t r a d e  i n  
th e  U n i te d  S t a t e s  o f f e r s  H ess encouragem ent and o p p o r t u n i t y  
f o r  c o - o p e r a t i v e  s t o r e s ,  (2 )  The a b se n c e  o f  a  s e t t l e d  and 
hom eogeneous p o p u l a t i o n .  (3 ) A m erican wage e a r n e r s  w i t h  good 
wages and more e x t r a v a g a n t  h a b i t s  a r e  u n w i l l i n g  t o  g i v e  n e c e s s a r y  
t im e  and t h o u g h t  t o  o o - o p e r a t iv e  s t o r e s  f o r  t h e  sa k e  o f  p e t t y  
eco no m ies . ( 4 ) .  l a b o r  l e a d e r s  a r e  sp e n d in g  a l l  t h e i r  e f f o r t B  
to w a rd  t h e  o r g a n i z a t i o n  o f  l a b o r  u n io n s  and n o t  to w ard  th e  
e s t a b l i s h m e n t  o f  o o - o p e r a t i v e  e n t e r p r i s e s .  ( 6 ) .  The p r e s e n t  
w e l l  e s t a b l i s h e d  sy s tem  o f  i n d u s t r y  w ith  which c o - o p e r a t i v e  s t o r e s  
4n t h e i r  i n f a n c y  must com pete .
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D ivision 2. , Co-operative Production.
P r o d u c e r s '  c o - o p e r a t i o n  h a s  a l r e a d y  been  r e f e r r e d  to  a s  
a n  e f f o r t  on the  p a r t  o f  w orke rs  t o  e n t e r  i n t o  m a n u fa c tu r in g  
p u r s u i t s  u n d e r  c o n d i t i o n s  o f  employment, e t c .  d e te rm in e d  and 
managed by  th e m s e lv e s  c o - o p e r a t i v e l y .  I t  h a s  a l s o  been 
r e f e r r e d  t o  a s  p u re  o r  t r u e  e o - o p e r a t i o n .  The p u rp o se  o f  p ro d u c ­
e r s '  c o - o p e r a t i o n ,  a s  h a s  a l r e a d y  been  i n t i m a t e d ,  i s  to  r a i s e  
p r i c e s  f o r  the  b e n e f i t  o f  th e  l a b o r e r ;  w h i le  th e  p u rp o se  o f  
c o n su m e rs '  c o - o p e r a t i o n ,  i t  may b e  s a i d ,  i s  t o  lo w e r  p r i c e s  
f o r  the  b e n e f i t  o f  p u r c h a s e r .  Both a re  t o  e l i m i n a t e  p r o f i t s ;  
co n su m e rs '  c o - o p e r a t i o n  t o  e l i m i n a t e  th e  p r o f i t s  o f  th e  m id d le  
man, p r o d u c e r s '  c o - o p e r a t i o n  t o  e l i m in a t e  t h e  p r o f i t s  o f  th e  
e m p lo y e rs .  I n  t h e  c a se  o f  p r o d u c e r s '  c o - o p e r a t i o n  t h e  o b j e c t  
i s  t  o be  a c c o m p l is h e d  by m aking t h e  f u n c t i o n a l  em ployer and 
a s s o c i a t i o n  o f  workman th e m s e lv e s .  The e s s e n c e  o f  p r o d u c e r s '
s
c o - o p e r a t i o n  t h e r e f o r e  i s  g e t t i n g  r i d e  o f  t h e  m anaging  em p loy er .
A number o f  wo ik in g  men come t o g e t h e r  , f h r n i s h  o r  
borrow  c a p i t a l ,  r e n t  o r  p u r c h a s e  a  p l a c e  o f  b u s i n e s s ,  buy t o o l s  
and  s u p p l i e s ,  e l e o t  a  m anager and  commence b u s i n e s s .  The 
e s s e n t i a l  f e a t u r e s  o f  p r o d u c e r s '  o r  i n d u s t r i a l  c o - o p e r a t i o n  
' a r e :  (A ), t h a t  each g roup  of w orkers i s  t o  b e  a s s o c i a t e d  by 
t h e i r  own f r e e  c h o i c e ,  (b )  t h a t  t h e s e  a s s o c i a t e s  s h a l l  w ork  
u n d e r  a  l e a d e r  e l e c t e d  and rem ovab le  by th e m s e lv e s ,  an d  (e) 
t h a t  t h e  c o l l e c t i v e  r e m u n e r a t io n  o f  t h e  l a b o r  p e rfo rm e d  by  t h e  
g roup  s h a l l  b e  d iv id e d  among a l l  i t s  num bers ( i n c l u d i n g  t h i s
l e a d e r )  i n  such a  m anner a s  s h a l l  be a r r a n g e d ,  upon  p r i n c i p l e s
1r e c o g n iz e d  a s  e q u i t a b l e ,  by t h e  a s s o c i a t e s  t h e m s e lv e s .
1". S o h lo ss  ,  Methods o f  I n d u s t r i a l  R e m u n e ra t io n ,  p .  228
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As i n  c o n su m e rs '  c o - o p e r a t i o n ,  so  in  p r o d u c e r s '  c o - o p e r a t i o n ,  
a d h e re n c e  t o  the  one-man«5one-vote p r i n c i p l e  i s  i n d i s p e n s i h l e  i f  
th e  man a gement of th e  s o c i e t y  i s  t o  be k e p t  d e m o c r a t i c .  I f  t h e  
v o t in g  pow er shou ld  be d e te r m in e d  i n  s t e a d  by t h e  c a p i t a l  
i n v e s t e d  th e  c o - o p e r a t i v e  e n t e r p r i s e  would so o n  become i n d i s t i n -
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g u i s h a h le  f rom  an  o r d in a r y  b u s i n e s s  c o r p o r a t i o n .  To a t t r a c t  
c a p i t a l  u s u a l l y  a  f i x e d  r e t u r n  c o r r e s p o n d in g  t o  th e  c u s to m a ry  
r a t e  o f  i n t e r e s t  i s  p ro m ised  t o  t h o s e  who s u p p ly  t h e  c a p i t a l .
The c a p i t a l  i s  u s u a l l y  s u p p l i e d  o n  t h e  j o i n t  s e c u r i t y  o f  t h e  
members. F r e q u e n t l y  c e r t a i n  w ages and s a l a r i e s  a re  a g re e d  upon 
i n  advance  by t h e  c o - p a r t n e r s  to  be  p a id  out o f  t h e  p r o c e e d s  o f  
th e  b u s i n e s s  b e f o r e  th e  p r o f i t s  a re  c a l c u l a t e d .  W herever t h i s  
m ethod i s  a d o p te d ,  t h e  p r o f i t s  o v e r  and above a l l  e x p e n se s  a r e  
u s u a l l y  d i s t r i b u t e d  to  t h e  members i n  p r o p o r t i o n  t o  t h e i r  
s a l a r i e s  p r e v i o u s l y  a g re e d  u p c n .  I n  c a s e  th e  e n t e r p r i s e  i s  
s m a l l  and  a l l  w o rk e rs  a re  o f  a b o u t  t h e  same s k i l l ,  o f t e n  no  wage 
or s a l a r y  s c a l e  i s  a g re e d  upon  but i n s t e a d  a l l  r e t u r n s  above 
re p la c e m e n t  found  a n d  e x p e n se s  a re  a p p o r t i o n e d  to  th e  members 
e q q a l l y .  This a r ra n g e m e n t  i s  in  p o in t  of e q u a l i t y  most s a t i s ­
f a c t o r y  b u t  i t  i s  o f  n e c e s s i t y  a p p l i c a b l e  t o  a  v e r y  l i m i t e d  
number o f  i n d u s t r i e s .  I n  n e a r l y  e v e ry  i n d s u t r y  o f  f i r s t  c o n s e ­
q u e n c e ,  d i f f e r e n t  g ra d e s  of l a b o r  a r e  r e q m ire d .  T h is  im p l i e s  
t h e  n e c e s s i t y  o f  p r o v id in g  f o r  s k i l l e d  l a b o r e r s  a  l a r g e r  r e t u r n  
t h a n  t h a t  en jo y e d  by  u n s k i l l e d  w o rk e rs .  I t  h a s  b e e n  fou nd  
f u r t h e r  t h a t  ev en  Y/hen l a r g e r  s h a r e s  h a v e  b e e n  p ro v id e d  f o r ,  
s k i l l e d  workmen th e  l i m i t i n g  o f  them by th e  o n e -m a n -o n e -v o te  
p r i n c i p l e s  to  a v o ic e  no g r e a t e r  t h a n  th a t  en jo y e d  by t h e i r
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u n s k i l l e d  b r o t h e r s  works upon t h e  fo rm e r  a  h a r d s h i p  and c a u s e s  
d i s s a t i s f a c t i o n .  Many p r o d u c e r s '  c o - o p e r a t i v e  e n t e r p r i s e s  
have  d e g e n e ra te d  i n t o  mere b u s i n e s s  p a r t n e r s h i p s  o r  c o r p o r a t i o n s  
b e c a u se  th e  more i n t e l l i g e n t  and s k i l l f u l  w orkers  o f  th e  o rg a n ­
i z a t i o n  have d e c id e d  t h a t  i t  i s  more s a t i s f a c t o r y  and  p r o f i t a b l e  
to  h i r e  m anual w o rk ers  to  p e rfo rm  th e  u n s k i l l e d  l a b o r  t h a n  t o  
r e t a i n  such  w orke rs  a s  c o p a r t n e r s  in  t h e  e n t e r p r i s e .
I t  i s  n o t  a  s im p le  u n d e r t a k in g  f o r  a  number o f wage- 
e a r n e r s  t o  J o in  t o g e t h e r  in  a  o o - o p e r a t iv e  m a n u f a c tu r in g  e n t e r ­
p r i s e  and t o  p r o v i d e  a  c a p i t a l  frcm  t h e i r  l i m i t e d  s a v in g s  s u f f i c i e n t  
t o  f i n a n c e  t h e  u n d e r t a k in g .  " S u c c e s s f u l  m a n u f a c tu r in g  r e q u i r e s  
i n t e l l i g e n t  and p r o g r e s s i v e  management and l a r g e  c a p i t a l .
Workingmen r a r e l y  a p p r e c i a t e  th e  im p o r ta n c e  o f th e  f i r s t  and a r e  
n o t  i n  a  p o s i t i o n  t o  s u p p ly  t h e  s e c o n d ."  ^ E f f i c i e n t  m anagers  
f o r  p r o d u c t i v e  a s s o c i a t i o n s  a re  r a r e l y  s e c u r e d  b e c a u s e  the  
workmen u s u a l l y  o b j e c t  t o  p a y in g  s u f f  i c i e n t l y  h ig h  s a l a r i e s  and 
do n o t  g iv e  s u f f i c i e n t  w e ig h t  t o  m a n a g e r ia l  a b i l i t y .  F u r th e rm o re ,  
when a n  e f f i c i e n t  m anager i s  s e c u r e d ,  c o - o p e r a t o r s  a r e  u s u a l l y  
u n w i l l i n g  t o  g i v e  him s u f f i c i e n t  a u t h o r i t y  i n  t h e  management o f  
t h e  p l a n t .  ^
I n  1911 t h e  p r o d u c t i v e  s o c i e t i e s  o f  E ng land  and Wales 
had  6 ,8 2 9  p e r s o n s  em ployed and a  t r a d e  o f
C o - o p e r a t iv e
P r o d u c t io n  £ 2 ,4 1 3 ,4 2 3 .  I n  S c o t la n d  i n  1 9 1 1 , t h e  p r o d u c t i v e
i n  Vari sbus
C o u n t r i e s .  s o c i e t i e s  employed 2 ,2 0 9  p e r s o n s  f o r  a  t r a d e  o f
£ 8 7 8 ,6 4 3 .  By co m p a riso n  w i th  t h e  p r o d u c t i v e  
d e p a r tm e n t  o f  t h e  consum ers* c o - o p e r a t i o n ,  i t  i s  shown t h a t  i n  
t ro th  amount of t r a d e  and num ber o f  p e r s o n s  em ployed, p r o d u c e r s '
1 .  S e a g e r ,  P r i n c i p l e s  o f  Econom ics, p .  594.
2 .  C f .  I b i d ,  p p . 5 9 2 -5 9 7 .
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c o - o p e r a t i o n  i s  much t h e  w eaker. The B r i t i s h  W h o lesa le  
S o c i e t y ,  f o r  i n s t a n c e ,  i n  1921 had 16 ,0 3 8  p e r s o n s  employed 
and a  t r a d e  o f  £  6 ,8 3 4 ,3 6 4 .  The S c o t t i s h  W h o lesa le  S o c i e ty  
employed i n  1911 5 ,5 5 3  p e rso n s  and had a  t r a d e  o f  £  2 ,3 4 4 ,9 9 5 .1
I n  F r a n c e ,  i n  1911 t h e r e  were 498 p r o d u c t i v e  s o c i e t i e s  
h a v in g  a  m em bership  o f  about 2 0 ,0 0 0 .  A p p ro x im a te ly  1 8 ,0 0 0
I
em ployees were m a in t a in e d ,  a b o u t  o n e - h a l f  o f  #iom w ere members, 
t h e  o t h e r  9 ,0 0 0  b e in g  non-m em bers em ployees . The a n n u a l  
d iv id e n d  o f  467 o f  th e  498 p r o d u c t i v e  s o c i e t i e s  i n  F ra n c e  i n  
1911 amounted t o  .6 3 ,4 5 5 ,0 0 0  f r a n c s .
Germany i n  1909 had 64 p r o d u c t i v e  s o c i e t i e s  r e p r e s e n t i n g  
a  m em bership  o f  11 ,1 4 7  and a n  an nua l r e a l i z a t i o n  on s a l e s  o f  
£  5 6 0 ,8 3 6 .
I n  I t a l y ,  i n  1 9 1 1 , t h e r e  were 468 p r o d u c t iv e  s o c i e t i e s
2w i th  a  mem bership o f  6 5 ,789  and an  a n n u a l  b u s in e s s  o f  2 9 ,0 1 1 ,0 3 1 .
I n  th e  U n i te d  S t a t e s  p r o d u c e r s '  c o - o p e r a t i v e  a t t e m p t s  have  
met w ith  a lm o s t  u n i fo rm  f a i l u r e ,  th o u g h  th e y  h av e  b e en  made 4n 
a  l a r g e  v a r i e t y  o f  i n d u s t r i e s  and i n  n e a r l y  n v e ry  p a r t  o f  th e  
c o u n t r y .
The e a r l i e s t  a t t e m p t  a t  p r o d u c e r s '  c o - o p e r a t i o n  i n  t h e  
U n i te d  S t a t e s  was p r o b a b ly  t h a t  made by a  g ro u p  o f  B o s to n  T a i l o r s  
i n  1849 who o r g a n i z e d  w i th  s h a r e s  a t  $50 and d i v i d e d  p r o f i t s  i n  
p r o p o r t i o n  t o  l a b o r  p e r fo r m e d .  F o l lo w in g  t h i s  u n s u c c e s s f u l  
e x p e r im e n t  came s e v e r a l  a t t e m p t s  i n  M a s s a c h u s e t t s  i n  t h e  shoe and 
fo u n d ry  i n d u s t i r e s  d u r in g  t h e  '7 0 s  and ’ 8 0 s .  D uring  t h e  d a y s  o f  
th e  K n ig h ts  o f  L abo r ,  from 1884 t o  1888 p a r t i c u l a r l y ,  v a r io u s  
p r o d u c e r s '  c o - o p e r a t i v e  e n t e r p r i s e s  came i n t o  some p rom inence
1 .  C la y to n ,  J o s e p h ,  C o - o p e r a t io n ,  p .  38 .
2 .  1913 Y ear Book, I n t e r n a t i o n a l  C o - o p e ra t io n .
t o  re m a in  s o ,  h o w ev er ,  f o r  o n ly  a  b r i e f  t i m e .
The o l d e s t  e x i s t i n g  p r o d u c e r s '  c o - o p e r a t i v e  e s t a b l i s h m e n t s  
a r e  u n d o u b te d ly  t h o s e  o f  th e  M in n e a p o l is  c o o p e r s .  The management 
b egan  in  1868 b u t  a l l  o f  t h e  f i r s t  a t t e m p t s  r e s u l t e d  i n  f a i l u r e .
I n  1 8 8 6 , i t  i s  s t a t e d ,  t h e r e  were e ig h t  c o - o p e r a t i v e  p r o d u c e r s 1 
c a n p a n ie s  i n  M in n e a p o l i s .  By t e n  y e a r s  l a t e r ,  h o w e v e r ,  o n ly  
f o u r  rem a in ed  and i n  1904 , b u t  t h r e e  w ere  s t i l l  in  o p e r a t i o n ,  
v i z . ,  t h e  C o - o p e r a t iv e  B a r r e l  M a n u fa c tu r in g  Company, t h e  N o rth  
S t a r  B a r r e l  Company, and t h e  Hennepin County B a r r e l  Company. The 
l a t t e r  company, s t a r t e d  i n  1880, now h a s  an  an n u a l  b u s i n e s s  o f  
$400*000. F i f t y  p e r  c e n t  o f  th e  em ployees a re  s t o c k  h o l d e r s .  I n  
a l l  t h r e e  com panies e a c h  member h o l d s  th e  same amount o f  s t o c k ,  
b u t  p r o f i t s  a r e  d i v i d e d  on s h a r e s .  Wages a r e  th e  same f o r  non-memb­
e r s  and members a l i k e .  C e r t a in  f r i c t i o n ,  how ever, h a s  a r i s e n  
be tw een  th e  em p loy ees  who a r e  members and th e  l o c a l  c o o p e rs  u n io n s  
r e g a r d in g  th e  non-member e m p lo y e e s .  S im i la r  f r i c t i o n  h a s  a r i s e n  
in  the c o - o p e r a t i v e  c o a l  m ines o f  I l l i n o i s  and a l s o  i n  th e  
c o - o p e r a t i v e  c i g a r  f a c t o r i e s .
I t  i s  e s t i m a t e d  t h a t  t h e r e  h av e  been i n  a l l  abo u t 200 
e s p e r i e m e n ts  i n  p r o d u c e r s '  c o - o p e r a t i o n  i n  t h e  U n i te d  S t a t e s  b u t  
o f  t h i s  num ber n e a r l y  a l l  h ave  d i s a p p e a r e d  o r  p a s s e d  i n t o  j o i n t  
s to c k  c o m p a n ie s .  At p r e s e n t  t h e r e  a re  l i k e l y  no t more t h a n  50 
e s t a b l i s h m e n t s  w h ic h  can be  c a l l e d  c o - o p e r a t i v e  . However, by 
t h e  c o - o p e r a t i v e  e s t a b l i s h m e n t s  a t  p r e s e n t  i n  o p e r a t i o n  in  t h e  
U n ite d  S t a t e s  s e v e r a l  i n d u s t r i e s  are r e p r e s e n t e d .  There a r e  
c o - o p e r a t i v e  m a n u f a c tu r in g  e s t a b l i s h m e n t s  m a in ta in e d  by l a b o r  
u n io n s  i n  t h e  i r o n ,  g l a s s ,  g a rm e n t ,  s h o e s ,  and c i g a r  m aking t r a d e s .
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There are a l s o  c o - o p e r a t i v e  w oodw orkers ' e s t a b l i s h m e n t s  i n  
d i f f e r e n t  p a r t s  o f  th e  c o u n t r y .  O o -o p e ra t iv e  s a w m i l l s ,  g r i s t ­
m i l l s ,  wood y a r d s ,  s t a r c h  f a c t o r i e s ,  c an n in g  f a c t o r i e s  and 
m ines a r e  i n  e x i s t e n c e .  Hew York C i ty  h a s  a  c o - o p e r a t i v e  r e s t ­
a u r a n t ,  Los A nge les  a c o - o p e r a t i v e  la u n d ry  and i n  B oston  c e r t a i n  
b u i l d i n g s  have been  c o n s t r u c t e d  by c o - o p e r a t i v e  b u i l d e r s . 1
The number o f  p r o d u c t i v e  s o c i e t i e s  i n  EngLand have d e c r e a s e d .
"The 125 p r o d u c t i v e  s o c i e t i e s  i n  E ngland i n  1903"
G e n e ra l  D is ­
c u s s i o n  and s a y s  C la y to n ,  "have s h r u n k  to  95 i n  1 9 1 2 ."  I n  
Conclu s i o n s .
commenting on t h i s  d e c r e a s e  i n  num ber, C la y to n  
a d d s ,  " In  some c a s e s  the S o c ie ty  has b e e n  a b s o rb e d  i n t o  t h e  
E n g l i s h  W h o le sa le ,  and in  o t h e r  c a s e s  commonly,a s m a l l  and 
s t r u g g l i n g  s o c i e t y  h a s  succumbed u n d e r  econom ic  p r e s s u r e . "
I t  i s  p o i n t e d  o u t  by C la y to n  t h a t  the  f u t u r e  g row th  o f  
c o - o p e r a t i v e  p r o d u c t i o n  w i l l  p r o b a b l y  be  by t h e  e x p a n s io n  o f  t h e  
e x i s t i n g  s o c i e t i e s  r a t h e r  th a n  by t h e  c r e a t i o n  o f  new o n e s .  
C o n ce rn in g  t h e  f u t u r e  o f  c o - o p e r a t i v e  p r o d u c t i o n ,  C la y to n  w r i t e s  
a s  f o l l o w s :  "A part  from a g r i c u l t u r e ,  w here c o - o p e r a t o r s  must
a d o p t  m eth ods  s u i t a b l e  t o  t h a t  g r e a t  i n d u s t r y ,  th e  p r o s p e c t  o f  
f u r t h e r  a d v an c e  i n  c o p a r t n e r s h i p  c o - o p e r a t i o n  seems d i s t i n c t l y  
l i m i t e d .  Old e s t a b l i s h e d  s o c i e t i e s  may i n c r e a s e  t h e i r  t r a d e  
and  t h e i r  m em bers, and may am alg am ate . Sm all s o c i e t i e s  f i g h t i n g  
a g a i n s t  heavy odds c a n n o t  h o p e ,  i n  many c a s e s ,  t o  s u r v i v e ,  and  
may s u r r e n d e r  th e m s e lv e s  i n t o  the  h ands o f  t h e  C o - o p e r a t iv e  Whole­
s a l e s ,  o r  se e k  a n n e x a t io n  b y  a  l a r g e r  p r o d u c t i v e  s o c i e t y  eng ag ed  
i n  a  s i m i l a r  t r a d e .  P r i n t e r s  in d o m i ta b ly  s t a r t  new s o c i e t i e s ,
1 .  Gf. Adams and Sumner, p p . 3 8 6 -3 9 0 , 4 0 7 -4 1 9 .
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b u t  t h e  days o f  c r e a t i o n  f o r  c o - o p e r a t i v e  t a i l o r i n g ,  boo tm ak ing , 
and  b a k in g  a r e  over* For a  h a n d f u l  o f  e a r n e s t ,  e n t h u s i a s t i c  
woikmen w i th  a  few pounds o f  c a p i t a l  t o  s t a r t  a  c o - o p e r a t i v e  
w orkshop i s ,  i n  t h e  y e a r  1912 A.D* to  c o u r t  d e s t r u c t i o n .  Even 
t h e  R ochdale  P io n e e r s  w ou ld  h a v e  no ch an ce  nowadays h a d  th e y  
d e la y e d  t h e i r  s t a r t  t i l l  t h e  e r a  o f  u n i v e r s a l  s t o r e s ,  t r u s t s ,  
and  com bines was upon th e m ."  ^
W hatever e l s e  i s  s a i d  o f  c o - o p e r a t i v e  p r o d u c e r s ’ e n t e r ­
p r i s e s  t h i s  must b e  a d m i t t e d .  They h ave  t a u g h t  t h e  workingmen 
t h e  a d v a n ta g e  o f  m u tu a l  a i d  and th e  a r t  of b u s i n e s s  m anagem ent. 
They have  s u g g e s te d  to  th e  w ork ing  men t h a t  t h e y  c an  manage 
t h e i r  own a f f a i r s  a n d  have  t a u g h t  them  th e  m eaning o f  r e s p o n s i ­
b i l i t y .
Adams and Sumner i n  w r i t i n g  on t h e  w e a k n e ss e s  o f  
p r o d u c e r s ’ c o - o p e r a t i o n  ® r e f e r  to  p r o d u c e r s  a s s o c i a t i o n s  a s  
a s s o c i a t i o n s  a n t i - d e m o c r a t i c  i n  s t r u c t u r e  and i n  e s s e n c e  m e r e ly  
p r o f i t - s e e k i n g  s o c i e t i e s .  T h e i r  i n t e r e s t s  a r e  d i r e c t l y  opposed  
to  t h e  i n t e r e s t s  o f  t h e  community a s  a  w hole and  i f  th e y  sh o u ld  
become g e n e r a l  s o c i e t y  would e i t h e r  b e  d iv id e d  i n t o  s m a l l ,  
s e l f - g o v e r n i n g  c i r c l e s  o f  p r o d u c e r s  engaged i n  b i t t e r  c o m p e t i t i o n  
w i th  i n d u s t r i e s ,  o r  would b e  s p l i t  i n t o  a  s e r i e s  o f  m o n o p o lie s ,  
e a c h  c o n t r o l l i n g  a c e r t a i n  i n d u s t r y  and e ac h  r e p r e s e n t i n g  t o  a l l  
o f  th e  o t h e r s  t h e  a n t a g o n i s t i c  i n t e r e s t s  o f  t h e  p r o d u c e r s  a s  
opposed  to  t h e  consum er.
I n  r e f e r r i n g  t o  t h e  above  r e f e r e n c e  o f  Adams and Sumner, 
P r o f e s s o r  S e a g e r  m e n t io n s  t h a t  th e  s i t u a t i o n  d e p i e t e d ,  t h a t  i s ,
1 .  Q la y to n ,  Jo se p h ;  C o - o p e r a t io n ,  p .  4 3 .
2 .  Adams and Sumner; Labor P ro b lem s , p .  4 3 0 .
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g r a i p s  o f  c o - o p e r a t i n g  p r o d u c e r s  m o n o p o liz in g  d i f f e r e n t  b ra n c h e s  
o f  b u s i n e s s ,  w i t h  a  governm ent s u f f i c i e n t l y  s t r o n g  t o  p r o t e c t  
consum ers from a u t r a g e o u s  p r i c e s ,  i s  t h e  i d e a l  to w a rd  w hich  
many o f  th e  p ro m in e n t  c o - o p e r a t o r s  lo o k  fo rw a rd .  P r o f e s s o r  
S e$ g e r  s u g g e s t s  ^ t h a t  o u t r i g h t  l a b o r  c o - p a r t n e r s h i p  s u b j e c t s  
to  r i g i d  g o v e rn m e n ta l  c o n t r o l  doeis n o t  seem an  i m p o s s ib l e  o r  
ev en  a  v e ry  d i s t a n t  g o a l  f b r  p u b l ic  s e r v i c e  i n d u s t r i e s .  But i n  
i n d u s t r i e s  w h ich  a re  a c t i v e l y  c o m p e t i t iv e  th e  p r o s p e c t s  o f  b e in g  
t a k e n  over hy l a b o r  c o p a r t n e r s h i p  a r e  more r e m o te .
I t  seams t h a t  th e  i d e a l s  fifir which l a b o r  c o p a r t n e r s h i p  
s t a n d s  a r e  a d m ira b le  s u b s t i t u t e s  f o r  th e  c o m p e t i t i v e  sy s te m  
w henever  and  w h e re v e r  t h e y  w i l l  su c c e e d .  The a p p e a l s  o f  
p r o d u c e r s  c o - o p e r a t i o n  a re  t o  h ig h  m o tiv e s  th a n  mere s e l f -  
i n t e r e s t  an d  i t s  i n f l u e n c e  upon  the  c h a r a c t e r s  o f  t h o s e  who 
engage in  i t ,  i s  b ro a d e n in g  and  e n n o b l in g .  The f i e l d s  o f  
p r o d u c e r s  c o - o p e r a t i o n  may i n  t im e  g r a d u a l l y  b ro a d e n  b u t  w i th  
t h e  i n c r e a s e  o f  f i e l d s  must come an  i n c r e a s e  i n  t h e  w i l l i n g n e s s  
and a b i l i t y  o f  w o rk e rs  t o  meet t h e  r e c o g n iz e d  fu n d a m e n ta ls  o f  
p r o d u c e r s ’ c o - o p e r a t i o n ,  v i z . ,  a  f u l l e r  a p p r e c i a t i o n  o f  th e  
v i l u e  o f  th e  s e r v i c e s  o f  a  b u s i n e s s  m anager and an o r g a n iz e d ,  
a  w i l l i n g n e s s  on t h e i r  p a r t  to  t a k e  o r d e r s  from  b o s s e s  o f  t h e i r  
own c h o o s in g ,  an d  f i n a l l y ,  an  a c c u m u la t io n  by them  o f  c a p i t a l .
1 .  S e a g e r ;  P r i n c i p l e s  of Econom ics, p .  596.
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D ivision 3. Co-operative Credit
W ith t h e  e x c e p t io n  o f  one or two sy s te m s  o f  c o - o p e r a t i v e  
c r e d i t  i n  u se  in  t h i s  c o u n try  and a b r o a d ,  a l l  c o - o p e r a t i v e  
c r e d i t  a s s o c i a t i o n s  h a v e  been  p r i m a r i l y  i n t e r e s t e d  i n  and 
i n  f a c t  fo unded  f o r  the b e n e f i t  of th e  a g r i c u l t u r a l  i n d u s t r i e s  
and  r u r a l  com m u n ities .  There a r e  s e v e r a l  form s o f  r u r a l  c r e d i t  
i n  u s e  i n  E u ro p e ,  T h ree  l e a d i n g  fa rm s  o f  c o -o p e ra t iv e *  r u r a l  
c r e d i t  h av e  o r i g i n a t e d  i n  Germany; f i r s t ,  t h e  B a i f f e i s e n ,  o r  
r u r a l  c r e d i t  b a n k s ,  w hich  were fo unded  i n  1849 by H e r r  B a i f f e i s e n ,  
a  b u rg o m a s te r  o f  W eyerbusch; s e c o n d ,  t h e  S c h u l z e - D e l i t z s c h  
founded  i n  1850 by H e r r  S c h u lz e ,  Mayor o f  D e l i t z s c h ;  a n d  t h i r d ,  
t h e  l a n d s c h a f t e n  o r  c o - o p e r a t i v e  n o n - p r o f i t  s o c i e t i e s  o r g a n iz e d  
w i t h i n  a  p ro v in c e  and o b t a i n i n g  c r e d i t  f o r  th e  members by means 
o f  bonds g u a ra n te e d  by  t h e  l a n d  ow ners o f  t h e  p r o v i n c e  c o l l e c t i v e ­
l y .  The l a n d s c h a f t e n  b a n k s ,  a s  w i l l  b e  e x p la in e d  more f h l l y  
l a t e r ,  o r i g i n a t e d  a t  th e  i n s t i g a t i o n  o f  F r e d e r i c k ,  th e  G r e a t ,  
a t  t h e  c lo s e  o f  t h e  Seven Y ears  War i n  1 769 . The B a i f f e i s e n  
and S c h u l z e - D e l i t  z sch  b a rk s  w ere  o r g a n iz e d  a f t e r  Germany had 
p a s s e d  th r o u g h  a d i r e  fam ine  i n  1846 and 1847 . G re a t  d i s t r e s s  
e x i s t e d  among th e  s m a l l  f a r m e r s ,  who b e c a u se  o f  t h e i r  h e l p l e s s  
c o n d i t i o n s ,  were th row n upon  t h e  m e rc ie s  o f  t h e  u n p r i n c i p l e d  
u s u r e r s  o f  t h e i r  t i m e .  Thus n e c e s s i t y  was th e  m o th e r  o f  t h e s e  
banks and  th e y  p r o s p e r e d .  These sy s te m s  o f  c r e d i t  s lo w ly  
s p r e a d  to  o t h e r  E uropean  c o u n t r i e s .  I n  1851 , t h e  c o - o p e r a t i v e  
c r e d i t  i d e a  was c a r r i e d  o v e r  i n t o  A u s t r i a  and H ungary , in  1860
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i n t o  I t a l y ,  i n  1864 i n t o  B elg ium , i n  1883 i n to  F ra n c e ,  i n  1889 
i n t o  S c o t l a n d ,  and  i n  1894 i n to  I r e l a n d .
"A num ber o f  f a rm e rs  in  a  community j o i n  and fo rm  a
c o - o p e r a t i v e  bank i n  w h ic h  t h e  members a r e  j o i n t l y
The
B a i f f e i s e n  l i a b l e  f o r  t h e  d e b t s  of t h e  a s s o c i a t i o n ,  and  e a c h  
Banks
member i s  l i a b l e  f o r  h i s  n e ig h b o r  a s  w e l l  a s  f o r  
h i m s e l f .  Each member owns a  l i m i t e d  num ber of s h a r e s  o f  s t o c k  
u s u a l l y  o n ly  o n e .  The a v e ra g e  amount o f  p a id  up c a p i t a l  i n  
Germany was l e s s  t h a n  f i v e  d o l l a r s .  The i n t e r e s t  p a id  o n  th e  
s t o c k  i s  th e  same a s  t h e  i n t e r e s t  p a id  by  members on l o a n s .  Each 
member lias one and  o n ly  one v o te  i n  d e t e r m i n i n g  t h e  p o l i c i e s  o f  
t h e  a s s o c i a t i o n .  The p r o f i t s  from  t h e  b a n in g  o p e r a t i o n s  a r e  
c a r r i e d  i n  t h e  r e s e r v e  and  a re  p r o r a t e d  t o  t h e  members. The 
management o f  th e  b a n k  i s  i n  th e  hands o f  t h e  e n t i r e  m em bership 
which a c t s  i n  a  b ody  known a s  t h e  G e n e ra l  M ee ting . The G e n e ra l  
M e e tin g  i n t ^ r a s t s  t h e  management t o  a  sup e r v i s o r y  c o u n c i l  and to  
an e x e c u t i v e  co m m ittee  o r  com m ittee  o f  management, and t o  a  
t r e a s u r e r ,  a l l  o f  w hich  a re  a p p o in t e d  by t h e  G enera l  M ee tin g , 
th e  t r e a s u r e r  u s u a l l y  b e in g  t h e  o n ly  p a id  em ployee  o f  t h e  b a n k ." ^  
I t  h a s  been  p o in te d  o u t  by  Mr .Met c a l f  2 t h a t  t h e  p r i n c i p l e s  
o f  t h e  R a i f f e i s e n  s o c i e t i e s  a r e  u n l im i t e d  l i a b i l i t y ,  vexy l i m i t e d  
f i e l d  o f  a c t i o n ,  g r e a t  care  i n  t h e  s e l e c t i o n  o f  m em bers, c l o s e  
and c a r e f u l  s u p e r v i s i o n  and i n s p e c t i o n ,  no s a l a r i e s  — o n ly  t h e  
m anager i s  p a i d  a n d  he g e t s  from  $2 t o  $12 p e r  month - -  no 
p r o f i t s  — e i th e i?  t h e r e  i s  d i v id e n d s  o r  i t  i s  l i m i t e d  t o  th e  
u s u a l  c h a rg e  f o r  money, 4 p e r  c e n t  — and t h e  b a s i c  p r i n c i p l e  o f
1 .  P o w e ll ;  C o - o p e r a t io n  i n  A g r i c u l t u r e ,  p .  287 .
2 . M e tc a l f ,  R a lp h ;  an a d d r e s s  on R u r a l  C r e d i t s  i n  Germany. S e n a te  
Document E o .5 7 1 ,  63d C o n g re ss ,  2nd S e s s io n ,  p . 2 4 .
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a l l  c o - o p e r a t i v e  s o c i e t i e s ,  o n e -m a n -o n e -v o te .  I t  i s  n o t  t h e
p u rp o se  o f  t h e  banks to  make money t u t  t o  p r o v i d e  c r e d i t  f o r  
b o r ro w e rs  most o f  whom a r e  p o o r .  Thus th e  man w i th  th e  s m a l l e s t  
s h a r e h o l d i n g ,  w h ich  i n  some German s o c i e t i e s  i s  a s  law  a s  one 
p e n n y , h a s  j u s t  as  much v o ic e  i n  th e  b a n k 's  management a s  a  
man h o l d in g  t h e  l i m i t  o f  s t o c k  w h ich  may be  a s  h ig h  a s  $ 1 ,5 0 0 .  
U n l im i te d  l i a b i l i t y  r e q u i r e s  a  v e ry  l i m i t e d  f i e l d  o f  o p e r a t i o n ,  
v h e re  e v e ry  man knowB e v e ry  o t h e r  man. I n  t h e  f i r s t  p l a c e  o n ly  
t r u s t w o r t h y  men a r e  a d m i t te d  t o  the  b an k . Then when a p p l i c a t i o n  
f o r  l o a n  i s  made th e  u s e  t o  w hich  t h e  a p p l i c a n t  p ro p o s e s  t o  p u t
t h e  money i s  i n v e s t i g a t e d .  I f  th e  a p p l i c a n t ' s  p ro p o se d  d o e s n ' t
seem t o  t h e  d i r e c t o r s  t o  b e  one which c o u ld  b e  c o n s id e r e d  a  
good b u s i n e s s  in v e s tm e n t  t h e  r e q u e s t  f o r  a  l o a n  i s  d e n ie d .
\
P r o f e s s o r  C a rv e r  in  d i s c u s s i n g  t h i s  t f o i n t ,  s t a t e s  t h a t  i t  must 
be b o rn e  i n  mind t h a t  q u i t e  a s  many r e q y e s t s  f o r  money a r e  r e f u s e d  
a s  a r e  g r a n t e d .
The w o rk in g  c a p i t a l  t h a t  th e  B a i f f e i s e n  bank u s e s  t o  l o a n
to  i t s  members i s  d e r iv e d  from  th e  p a i d - i n  c a p i t a l ,  t h e  r e s e r v e
w hich  h as  b e e n  a c c u m u la te d ,  t h e  c u r r e n t  d e p o s i t s  and d e p o s i t s  i n  
t h e  s a v in g s  d e p a r tm e n ts  and t h e  money w hich  i s  borrow ed  frcm  
e i t h e r  i n d i v i d u a l s ,  from  t h e  c e n t r a l  c o - o p e r a t i v e  b a n k s ,  o r  from 
o t h e r  b a n k in g  i n s t i t u t i o n s .  The a v a i l a b l e  c a p i t a l  i n  t h e  f i f t e e n  
th o u s a n d  R a i f f e i s e n  banks i n  Germany i n  1909 was $ 4 6 1 ,0 8 9 ,6 3 £ .
Loans a re  made f o r  p e r i o d s  o f  from t h r e e  m onths up t o  two 
o r  t h r e e  y e a r s  and  in  some c a s e s  when deemed a d v i s a b l e  up t o  t e n  
y e a r s .  L oans r u n n in g  fo r  a  p e r io d  lo n g e r  th a n  a  few m onths m ust 
be re d u c e d  by p a r t i a l  p a y m e n ts .  The r a t e s  o f  i n t e r e s t  v a ry  from
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Sj- t o  5 p e r  c e n t ,  Many t im e s  w h i l e  t h e  r u r a l  c o - o p e r a t i v e  banks 
c h a rg e  t h e  above  low  r a t e s o f  i n t e r e s t  t h e  com m ercial banks a ro und  
c h a rg e  7 and 8 p e r  c e n t .  The rem a rk ab ly  low  r a t e s  a r e  p o s s i b l e  
o n ly  b e c a u s e  o f  th e  e x t r e m e ly  s m a ll  e x p e n se ,  p r a c t i c a l l y  no 
r e n t  o r s a l a r i e s ,  no o v e rh e ad  o f f i o i a l s  t o  p a y ,  th e  a b se n c e  o f  
n e c e s s i t y  t o  make a  p r o f i t ,  d iv id e n d s  b e in g  r e s t r i c t e d  t o  t h e  
i n t e r e s t  c h a r g e s  and many t im e s  b e in g  e l e im i n a t e d  e n t i r e l y ,  and 
t h e  a b se n c e  o f  a l l  s p e c u l a t i v e  b u s i n e s s ,  and  i t s  a t t e n d a n t  r i s | : .
The l i t t l e  B a i f f e i s e n  b a n k ,  th e  m an ag er  o f  which i s  
u s u a l l y  a s c h o o l - t e a c h e r ,  o r  c le rg y m an  o r  one o f  th e  l a r g e  f a r m e r s  
who i s  t h e  e d u c a te d  man o f  t h e  community a b le  to  f i g u r e  4 p e r  
c e n t  i n t e r e s t  and  keep  a  s im p le  s e t  o f  b o o k s ,  k e e p s  i n  i t s  own 
l i t t l e  s a f e  j u s t  what money i s  n eeded  from  day to  d a y ,  two o r  
t h r e e  h u n d red  d o l l a r s ;  t h e  b a la n c e  i s  k e p t  a t  th e  c e n t r a l  bank  
d raw in g  i n t e r e s t .  When more money i s  n e ed e d  t h e  c e n t r a l  bank 
ad v an c es  i t  a t  a  low r a t e  o f  i n t e r e s t .
The B a i f f i i s e n  banks i n  a  p r o v in c e  u s u a l l y  j o i n  and 
o r g a n iz e  a  p r o v i n c i a l  f e d e r a t i o n ,  and t h e s e  f e d e r a t i o n s  i n  t u r n  
a r e  f e d e r a t e d  i n t o  t h e  U a t io n a l  F e d e r a t i o n  o f  D o rm s ta d t ,  Germany. 
The o b j e c t  o f  th e  f e d e r a t i o n  i s  to  lo o k  a f t e r  g e n e r a l  q u e s t io n s  
which a f f e c t  a l l  c o - o p e r a t i v e  r u r a l  c r e d i t  b a n k s  a l i k e ,  t o  g u a rd  
t h e i r  i n t e r e s t  and  to  d e v e lo p s  t h e  o o - o p e s a t i v e  movement among 
th e  r u r a l  c l a s s e s  by p r o p a g a n d a  and  e d u c a t i o n .
I n  a d d i t i o n  t o  th e  f e d e r a t i o n s  j u s t  m e n t io n e d , th e  banks 
o f  a  p r o v in c e  a r e  f e d e r a t e d  i n t o  a  c e n t r a l  b a n k ,  r e c e n t l y  r e f e r r e d  
t o ,  f o r  s t r i c t l y  b a n k in g  p u r p o s e s .  These p r o v i n c i a l  banks a r e  
a g a i n  u n i t e d  i n t o  two n a t i o n a l  c e n t r a l  b a n k s .  The f u n c t i o n  o f  
t h e  p r o v i n c i a l  b ank  and o f  t h e  c e n t r a l  bank i s  t o  r e c e i v e  d e p o s i t s
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f r a n  and f t i r n i s h  c a p i t a l  t o  t h e  n e x t  hank helow . The p r o v i n c i a l  
and s t a t e  c e n t r a l  hanks and t h e  p r o v i n c i a l  and n a t i o n a l  f e d e r a t i o n s  
f o r  p ro p ro g a n d a ,  p r o t e c t i o n  and e d u c a t io n ,  a r e  c l o s e l y  a f f i l i a t e d ,  
th e  o f f i c e r s  o f  t h e  one f r e q u e n t l y  m anaging t h e  a f f a i r s  o f  b o t h .
I n  1 9 10 , t h e  N a t io n a l  F e d ^ a t i o n  i n  Germany had  a f f i l i a t e d  w i th  
i t  41 p r o v i n c i a l  f e d e r a t i o n s ,  and  t h e y  i n  t u r n  i n c lu d e d  12*894 
c o - o p e r a t i v e  c r e d i t  a s s o c i a t i o n s .
As t o  th e  p r e c i s e  p r i n c i p l e  upon w hich  t h e  B a i f f e i s e n  
hanks a r e  fo u n d e d ,  Mr. M e t c a l f  p o i n t s  o u t  t h a t  t h e  l i t t l e  p i e c e  o f  
la n d  and t h e  h o u se  and th e .  h a m ,  i f  t h e  fa rm e r  h ap p en s  t o  have 
them , t h e  c l o t h e s  and t h e  hed s  and th e  w orking  t o o l s ,  a l l  t h e  
member h a s ,  m ight ru n  up to  $ 1 ,0 0 0  to  r e p l a c e ,  h u t  would he 
w o r t h l e s s  a s  s e c u r i t y  t o r  a  com m erc ia l  hank , f o r  th e  expense  and 
t r o u b l e  o f  s e l l i n g  i t  up and  r e a l i z i n g  a n y th in g  would be f a r  g r e a t e r  
th a n  t h e  s m a l l  sum e a rn e d  i n  i n t e r e s t .  But a l l  t h e s e  l i t t l e  
p o s s e s s i o n s  f o o t  up a  th o u s a n d  d o l l a r s ,  and when a l l  o f  t h e  
h u n d red  members i s  combined i n  th e  s o c i e t y ,  i t  becomes $ 1 00 ,00 0  
o f  B a i f f e i s e n  s e c u r i t y .  And so  th e  s e c u r i t y  h a s  a  r a t i n g  o f  
$ 1 0 0 ,0 0 0 ,  a l t h o u g h  i t s  c a p i t a l  i s  o n ly  two o r  t h r e e  h u n d red  d o l l a r s ,  
and a t  any  t im e  th e  c e n t r a l  h a n k ,  w i th o u t  any o t h e r  s e c u r i t y ,  w i l l  
advance  o n e - t e n t h  o f  t h i s  r a t i n g ,  o r  $ 1 0 ,0 0 0 .  ^
To make more v i v i d  t o  th e  r e a d e r ,  th e  f o l lo w in g  a c c o u n t  o f  
th e  B a i f f e i s e n  hank a t  Krems, A u s t r i a ,  a  l i t t l e  v i l l a g e  on t h e  
Danube, some m ile s  up t h e  r i v e r  from  Y ien n a , i s  g iv e n  i n  th e  
words o f  th e  v i s i t o r ,  Mr. E a lp h  M e tc a l f ,  s t a t e  s e n a t o r  f r r  W ashing ton  
and  member o f  t h e  U n i te d  S t a t e s  Commission to  E urope  t n  1913 to  
s tu d y  r u r a l  c o n d i t i o n s .
1 .  M e t c a l f ,  B a lp h ,  S e n a te  Document N o .571 , 63d C o n g re s s ,  2nd S e s s io n ,  
p .  29
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" T h is  i s  an  u n u s u a l ly  l a r g e  R a i f f e i s e n  b a n k , 
h a v in g  members i n  s e v e n  com m un ities  and a member o f  
t h e  s u p e r v i s i n g  c o m m ittee  from e a c h  community. The 
bank h a s  357 members, h o l d in g  s h a r e s  v a lu e d  a t  7 ,1 4 0  
c ro w n s , o r  $ 1 ,4 2 8 .  S h a re s  a r e  20 c ro w n s , $4 e a c h ,  
i n s t e a d  o f  th e  u s u a l  $ 2 .5 0 ,  e ac h  member h o ld in g  one 
s h a r e .  They own t h e i r  b u i l d i n g ,  v a lu e d  a t  $ 6 ,6 6 0 .
They h a v e  an  a c c u m u la te d  s u r p l u s  o f  $ 2 ,6 7 0  and a  c a s h  
b a la n c e  o f  $ 5 ,5 4 0  on d e p o s i t  w i th  t h e  c e n t r a l  a t  
V ie n n a .  T h e i r  d e p o s i t s  a r e  $ 1 0 6 ,7 7 6 ,  and lo a n s  a r e  
$ 9 1 ,4 5 9 .  The ex p en se  i s  $600 a  y e a r ,  c o v e r in g  e v e r y ­
t h i n g .  They p ay  d e p o s i t o r s  4 p e r  c e n t  and c h a rg e  4 $  
p e r  c e n t  i n t e r e s t ,  a l t h o u g h  com m erc ia l  banks w ere  
c h a r g in g  7 p e r  c e n t  a t  t h i s  t im e .  The bank  made a  
p r o f i t  l a s t  y e a r  o f  $63 , o f  which $71 p a id  a  4 p e r  c e n t  
d iv id e n d  to  members and $6 was p a s s e d  t o  s u r p l u s .
U n d e r s ta n d ,  t h i s  i s  a  b i g  b ank , and  h a s  on d e p o s i t ,  
p r a c t i c a l l y  a l l  o f  th e  money o f  t h e  v i l l a g e r s  an d  t h e  
c o u n t r y  p e o p le .  A lth o u g h  t h e  s h a r e  c a p i t a l  i s  o n ly  
$ 1 ,4 2 8 ,  t h e  u n l i m i t e d  l i a b i l i t y  o f  t h e  members i s  
r a t e d  a t  5 ,0 0 0 ,0 0 0  c row ns , or $ 1 ,0 0 0 ,0 0 0 ,  and t h e  
C e n t r a l  w i l l  l o a n  them $ 10 0 ,000  w i th o u t  s e c u r i t y .
Loans a r e  made n o t  t o  exceed  a  y e a r ,  b u t  a r e  e x te n d e d  
i n  e x c e p t i o n a l  c a s e s .  When t h i s  bank s t a r t e d ,  t h e r e  
w ere  50 members and a  p a id  up c a p i t a l  o f  1 ,0 0 0  
c ro w n s ,  o r  $200. The bank a t  once borrow ed 1 0 ,0 0 0  
c ro w n s ,  o r  $ 2 ,0 0 0  from th e  C e n t r a l ,  on t h e  u n l i m i t e d  
l i a b i l i t y  o f  i t s  50 mambers. The b o o k k e ep e r  i s  a  
c le rg y m a n ,  th e  c a s h i e r  a  p e n s i o n e r .  Only th e  book­
k e e p e r  i s  p a id .  I n  su c h  c a s e s , t h e  s a l a r y  r a n g e s  from 
$2 t o  $12 a  m onth , a c c o rd in g  t o  th e  amount o f  b u s i n e s s .
I t  i s  t h i s  g i v i n g  o f  s e r v i c e s  by t h e  o f f i c e r s  and t h e  
c o n se q u e n t  v e ry  s m a ll  ex p en se  t h a t  e n a b le s  th e s e  
c o - o p e r a t i v e  banks t o  l o a n  a t  so  much low er r a t e  t h a n  
t h e  com m erc ia l  b a n k s ,  t h e  p r e s i d n n t  e x p l a i n e d . ” 1
The f o l lo w in g  q u o t a t i o n  from  Mr. F ay  ta k e n  frcm  A. W u tt ig  
" F .W .R a i f f e i s e n ” , page  71 , w i l l  i l l u s t r a t e  b e t t e r  t h a n  can  be 
done i n  a n y  o t h e r  way, what t h e  R a i f f e i s e n  r u r a l  c r e d i t  banks  
o f  Germany have done i v v  t h e  r u r a l  co m m u n itie s :
”About a n  h o u r ' s  w a lk  from  Neuwied on t h e  Rhine 
i s  s i t u a t e d  on a  p l a t e a u  b o r d e r in g  t h e  W este rw ald  t h e  
l i t t l e  v i l l a g e  o f  A nhausen . The d i s t r i c t  i s  n o t  v e r y  
f e r t i l e  and th e  i n h a b i t a n t s  a r e  m o s t ly  sm a l l  p e a s a n t  
p r o p r i e t o r s ,  some w i t h  o n ly  s u f f i c i e n t  lan d  t o  g r a z e  
a  s i n g l e  ox o r  cow. An owner o f  t e n  a c r e s  i s  a  r i c h  
man. B e fo re  th e  y e a r  1882 t h e  v i l l a g e  p r e s e n t e d  a  s o r r y
1 .  M a jfca lf ,  R alph ; S e n a te  Document N o .571 , 63d C o n g re ss ,  2d 
S e s s io n ,  p .  3 2 .
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a s p e c t ;  r i c k e t y  b u i l d i n g s ,  u n t i d y  y a r d s ,  i n  r a i n y  
w e a th e r  ru n n in g  w i th  f i l t h ,  n e v e r  a  s i g h t  o f  a 
d e c e n t l y  p i l e d  manure h e a p ;  t h e  i n h a b i t a n t s  them­
s e l v e s  ra g g e d  and im m oral; d ru n k e n n e ss  and  q u a r r e l ­
l i n g  u n i v e r s a l ' .  Houses and oxen b e lo n g e d  w ith  few 
e x c e p t io n s  t o  Jew ish  d e a l e r s .  A g r i c u l t u r a l  im p le ­
m ents w ere  s c a n t y  and  d i l a p i d a t e d ;  and b ad ly -w o rk ed  
f i e l d s  b ro u g h t  i n  poor r e t u r n s .  The v i l l a g e r s  had  
l o s t  c o n f id e n c e  and hope , th e y  were th e  s e r f s  o f  
d e a l e r s  and u s u r e r s .  To-day Anhausen i s  a  c l e a n  
and f r i e n d l y - l o o k i n g  v i l l a g e ,  t h e  b u i l d i n g s  w e l l  
k e p t ,  t h e  f a rm y a rd s  c le a n  e v e n  on work d a y s ;  t h e r e  
a r e  o r d e r l y  manure h e a p s  on e v e ry  farm . The 
i n h a b i t a n t s  a re  w e l l  i f  s im p ly  c l o t h e d ,  and t h e i r  
m anners a r e  r e p u t a b l e .  They own t h e  c a t t l e  i n  t h e i r  
s t a l l s .  They a r e  o u t  o f  d e b t  t o  d e a l e r s  and u s u r e r s .  
Modern im plem ents  a r e  u s e d  by n e a r l y  e v e r y  f a r m e r ,  
th e  v a lu e  o f  t h e  fa rm s h a s  r i s e n  and t h e  f i e l d s ,  
c a r e f u l l y  and  t h o r o u g h ly  c u l t i v a t e d ,  y i e l d  l a r g e  
c r o p s .*  And t h i s  change, which is  so m e th in g  more 
th a n  s t a t i s t i c s  c an  e x p r e s s ,  i s  t h e  w ork o f  a  s im p le  
B a i f f e i s e n  b a n k ."  £
The S c h u l z e - D e l i t z s c h  b a n k s ,  i t  may be s a i d ,  a r e  do iijg  
f o r  th e  town p e o p le  what th e  B a i f f e i s e n  banks a r e
S c h u lz e -
D e l i t z s c h  d o in g  f o r  th e  c o u n try  p e o p le .  The b u s in e s s  o f  
Banks.
th e  S c h u l z e - D e l i t z s c h  banks i s  con d u c ted  more l i k e  
modern b a n k in g  i n s t i t u t i o n s .  The h a n k s  have  a l a r g e  c a p i t a l ,  
pay good d i v i d e n d s ,  pay  s a l a r i e s  and have  e i t h e r  l i m i t e d  o r  
u n l i m i t e d  l i a b i l i t y .  Most o f  t h e s e  banks a r e  a f f i l i a t e d  i n t o  
p r o v i n c i a l  f e d e r a t i o n s .  There w ere , i n  1 910 , 939 S c h u lz e -  
D e l i t z s c h  banks i n  Germany w i th  a  m em berd iip  o f  600 ,0 00  and 
l o a n s  am oun ting  t o  4 ,0 1 5 ,9 0 0 ,0 0 0  m arks . To compare th e  B a i f -  
f e i s e n  banks and th e  S c h u l z e - D e l i t z s c h :  th e  a v e ra g e  m em bership 
o f  th e  B a i f f e i s e n  b a n k s  i s  1 0 0 , th e  S c h u l z e - D e l i t z s c h  600; 
a v e ra g e  s h a r e ,  B a i f f e i s e n ,  $ 2 .5 0 ,  S c h u l z e - D e l i t z s c h ,  $90; 
" a v e r a g e  w ork ing  c a p i t a l ,  B a i f f e i s e n ,  $ 4 0 ,0 0 0 ,  S c h u l z e - D e l i t z s c h ,
1 .  Bay, C . E . ; C o - o p e ra t io n  a t  Home an d  A broad , p p . 4 9 -5 0 .
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n e a r l y  $4 00 ,0 0 0 ; a v e ra g e  share  c a p i t a l ,  B a i f f e i s e n  l e s s  t h a n  
$500, S c h u l z e - D e l i t z s c h ,  $ 6 0 ,0 0 0  fw hich i s  1 ,2  and 15 p e r  c e n t  
o f  t h e i r  w o rk in g  c a p i t a l ) ;  d iv id e n d s  p a i d  non g e n e r a l l y ,  n e v e r  
ahove th e  i n t e r e s t  r a t e ,  Sohulz  e - D e l i t  z s c h ,  5 t o  7 p e r  c e n t  
and i n  some c a s e s  a s  h ig h  a s  18 and 25 p e r  e e n t . ^
The S c h u l z e - D e l i t z s c h  "banks, i t  w i l l  a l r e a d y  "be s e e n ,  
a r e  co n d u c ted  on  a  much l a r g e r  "business s c a l e  th a n  a re  th e  
E a i f f e i s e n  h a n k s .  Yet th e  S c h u l z e - D e l i t z s c h  banks a r e  c o - o p e r a t i v e .  
T h e i r  m em bership i s  composed o f  f a r m e r s ,  who c u l t i v a t e  medium 
s i z e d  fa rm s  and a r e  f a i r l y  w e l l  t o  d o ,  wage e a r n e r s ,  p r o f e s s i o n a l  
men, a r t i s a n s ,  m e rc h a n ts  and o t h e r s .  These men fo rm  t h e  
o r i g i n a l  c r e d i t  s o c i e t y  by s u b s c r i b i n g  an i n i t i a l  c a p i t a l .
On t h e  s t r e n g t h  o f  t h i s  c a p i t a l ,  and o f  t h e i r  own i n d i v i d u a l  and
\
j o i n t  l i a b i l i t y ,  t h e y  borrow  more money, p o s s i b l y  tw o o r  t h r e e  
t im e s  th e  o r i g i n a l  c a p i t a l .  The bank b e in g  e s t a b l i s h e d ,  t h e s e  
men g e t  t o g e t h e r ,  t h e i r  own and bo rrow ed , a r e  t h e n  l e n t  ou t t o  
th e  members i n  amounts from  one h u n d re d  d o l l a r s  up  t o  two o r  
t h r e e  th o u san d  a t  m od era te  r a t e s  o f  i n t e r e s t .  By t h u s  co m b in in g  
t h e i r  r e s o u r c e s  and t h e i r  c r e d i t ,  and  by m anaging  t h e  l o a n s  among 
th e m s e lv e s ,  t h e y  a r e  a b le  t o  b o rro w  a t  m o d e ra te  r a t e s .  The 
i n t e r e s t  c h a rg e d  th e  members f o r  t h e  u s e  o f  t h i s  money i s  some­
what h ig h e r  i n  r a t e  t h a n  t h a t  p a id  f o r  t h e  money w h ic h  t h e  
bank  b o rrow s o n  i t s  c o l l e c t i r a  s e c u r i t y  b u t  lo w e r  t h a n  th e  members 
would have  t o  apy  o u t s i d e  o f  th e  Schu lz  e - D e l i t  z s c h  b a n k .
The S c h u l z e - D e l i t z s c h  bank th o u g h  som etim es e x te n d in g  
- c r e d i t  f o r  c o n s id e r a b le  t r a n s a c t i o n s  i s  e s s e n t i a l l y  f o r  th e  s m a l l
1 .  M e t c a l f ,  B a lp h ;  S en .D oc . 571, 63 Cong. 2nd S e s . ,  p p . 2 9 -3 0 .
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man. I t s  s p r e a d  a ad  grow th  i n  Germany a re  l a r g e l y  due t o  
th e  f a c t  t h a t  a  g r e a t  d e a l  o f  sm a l l  s c a l e  p r o d u c t i o n  s t i l l  
p e r s i s t s  i n  t h a t  c o u n t r y .  L a r g e - s c a l e  o p e r a t i o n s  t o  be 
s u r e  h av e  i n  no c o u n t r y  su p e rse d e d  th e  s m a l l  ones e n t i r e l y  
b u t  i n  Germany p e rh a p s  more th a n  in  any o t h e r  fo re m o s t  c o u n try  
t h e  s m a l l  p r o d u c e r s  h av e  c o n t in u e d  to  o p e r a t e  by  a d o p t in g  
th e m s e lv e s  to  modern m ethods o f  p r o d u c t i o n .  The S c h u lz e -  
D e l i t z s c h  s o c i e t i e s  h ave  done much to  m a in t a in  t h e s e  s m a l l e r  
o p e r a t o r s ,  and t h e  s m a l l e r  p r o d u c e r s  n e e d in g  c r e d i t  h ave  in  t u r n  
f u r n i s h e d  a  f e r t i l e  f i e l d  f o r  c o - o p e r a t i v e  c r e d i t  a s s o c i a t i o n s . " 1-
As a l r e a d y  m e n t io n e d ,  th e  L a n d s c h a f te n  was i n s t i g a t e d
by F r e d e r i c k  t h e  G rea t  of P r u s s i a  in  1769 . A f t e r
The
L and- th e  c lo s e  of t h e  Seven Y e a r s '  War, th e  n o b l e s ,  who
s o h a f t e n
owned t h e  l a n d  l a c k e d  th e  w o rk in g  c a p i t a l  n e c e s s a r y  
to  b u i l d  up and c u l t i v a t e  t h e i r  damaged e s t a t e s ,  and so  were 
u n a b le  t o  pay t h e i r  c r e d i t o r s .  F r e d e r i c k  th e  G re a t  p e r c e i v i n g  
th e  d i r e  s i t u a t i o n  o r d e r e d  th e  s u s p e n s io n  o f  i n t e r e s t  on  a l l  
e s t a t e  d e b ts  f o r  t h r e e  y e a r s .  The r e s u l t  o f  c o u rs e  was t h e  
w i th d ra w a l  o f  t h e  money l e n d e r s  from  a g r i c u l t u r e ,  t h e  r i s e  o f  
i n t e r e s t  t o  r u in o u s  r a t e s ,  and  th e  t h r e a t e n i n g  o f  a  f i n a n c i a l  
s t r i n g e n c y .  Some f u r t h e r  r e l i e f  was n e c e s s a r y .  F r e d e r i c k  
th e  G re a t  a g a in  to o k  a  hand  and i n  1769, f o r c e d  t h e  n o b le s  o f  
S i l e s i a  to  j o i n  a n  a s s o c i a t i o n  w h e th e r  th e y  w ish e d  to  borrow  o r  
n o t ,  and  t o  make t h e i r  l a n d s  j o i n t l y  l i a b l e  w i th o u t  l i m i t  f o r  
a l l  l o a n s  g r a n te d  b y  t h e  a s s o c i a t i o n .  Loans w ere  g r a n te d  o n ly  
upon t h e  c o n se n t  of th e  d i r e c t o r a t e  e l e c t e d  by t h e  m enbers 1hem«»
1 .  Gf T a u s s ig ;  P r i n c i p l e s  o f  Eoonom ics, V o l.  I I ,  p p . 352 -354 .
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s e l v e s .  G re a t  c a r e  was n a t u r a l l y  e x e r c i s e d ,  so no l o s s e s  » 
o c c u re d ,  w h i le  immense c r e d i t  came t o  th e  a s s o c i a t i o n .  T h is  
was t h e  f i r s t  L a n d s c h a f t  c r e d i t  a s s o c i a t i o n . 1
The l a n d s c h a f t  i d e a  o f  c r e d i t  soon  a d v an ced . I n  
a d d i t i o n  to  th e  one j u s t  d e s c r i b e d  n in e  more w ere  s o o n  form ed 
by t h e  P r o v in c e s  and  one was formed i n d e p e n d e n t ly .  L a t e r  two 
c o n p s n ie s  were o r g m i z e d  on t h e  o o - o p e r a t i v e  p r i n c i p l e ,  and  
l a t e r  s t i l l  o t h e r s .  There were i n  1 912 , 26 L a n d s c h a f t e n  i n  
Gezmany, h o l d in g  m o r tg a g es  on fa rm  la n d s  e x c e e d in g  $ 5 0 0 ,0 0 0 ,0 0 0 .
The L a n d s c h a f te n  a r e  managed by  an a sse m b ly  o f  l a n d  
owners and  a n  e x e c u t iv e  com m ittee  h a v in g  l e g a l  know ledge and  
r e n d e r i n g  s e r v i c e s  and a d v ic e  t o  t h e  a s s o c i a t i o n ,  r e c e i v e  
r e m u n e r a t io n ,  t h e  r e s t  d o n a te  t h e i r  s e r v i c e s .
\
I n  s e e k in g  a  l o a n ,  a  la n d o w n e r  makes a n  r e q u e s t  and  g iv e s  
a  d e t a i l e d  s t a te m e n t  a s  t o  h i s  o b j e c t .  The lan d  o f  t h e  p r o p r i e t o r  
o f f e r e d  a s  s e c u r i t y  i s  i n s p e c t e d  by t h e  L a n d s c h a f t  o f f i c i a l s  
and i f  s a t i s f a c t o r y  lo a n s  a r e  made e q q a l  to  from o n e - h a l f  t o  
t w o - t h i r d s  t h e  v a lu e  o f  t h e  la n d .  The l o a n ,  h o w ever ,  o r i g i n a l l y  
was i n  t h e  form o f  bonds w hich were i s s u e d  t o  th e  b o r ro w e r  and 
s o l d  by h i m s e l f  f o r  c a s h .  The e s t a t e s  o f  a l l  l a n d -o w n e rs  who 
a r e  members o f  t h e  L a n d s c h a f t  t a k e n  c o l l e c t i v e l y  form  th e  
s e c u r i t y  f o r  th e  b o n d h o ld e r s .  At p r e s e n t  t h e  a s s o c i a t i o n  assum es 
d i r e c t  r e s p o n s i b i l i t y ,  and g i v e s  c a s h  t o  members f o r  t h e i r  
m o r tg a g e s ,  r a i s i n g  fu n d s  f o r  th e  p u rp o se  by s e l l i n g  bonds o f  
even  d e n o m in a t io n s  c a l l e d  d e b e n tu r e s  f o r  l a r g e  and s m a l l  a m o u n ts .  
The p r a c t i s e  o f  r e q u i r i n g  t h e  m o rtg ag es  to  be p a id  i n  a  lump
1 .  Of H e r r i c k ,  Myron T . ;  S e n a te  Doc. H o .967, 62d C o n g .,  3 rd  S e s . ,
p p .  1 6 -2 1 .
-  49 -
was abandonedand  th e  a m o r t i z a t i o n  sy s te m  a d o p te d .  By t h i s  l a t t e r  
sy s te m , t h e  b o rro w e r  pays o f f  th e  lo a n  by p a y in g  a  l i t t l e  o f  t h e  
p r i n c i p a l  e a c h  y e a r .  The paym en ts  o r  a n n u i t i e s  c o n s i s t  o f  -the 
i n t e r e s t ,  a  paym ent o n  t h e  p r i n c i p a l ,  a n d  a  c o n t r i b u t i o n  t o  t h e  
c o s t  o f  c o n d u c t in g  b u s i n e s s .  Under t h e  l a n d s o h a f t e n  b anks  lo a n s  
a re  made f o r  l o n g  p e r i o d s  ru n n in g  from  10 t o  75 y e a r s ,  t h e  u s u a l  
p e r i o d  b e in g  50 y e a r s  a t  t h e  end o f  which p e r i o d  th e  m o rtg ag ed  
d e b t  becomes e x t i n g u i s h e d ,  and  t h e  p r o p e r t y  r e t u r n s  t o  th e  owner 
f r e e  and c l e a n  o f  a l l  en cu m brances .
The Hew l a n d s o h a f t e n  b a n k s ,  a s  th e  o ld  l a n d s c h a f t  s o c i e t i e s  
a re  s y n d i c a t e s  o f  b o r ro w e rs  form ed to  su p p ly
The Hew
l a n d -  p r o p r i e t o r s  w i t h  c a p i t a l  on  low te rm s  and p a y a b le  i n
s c h a f t e n
an  e a s y  m anner. They may be  c h a r a c t e r i z e d ,  ho w ever, 
a s  g r a t u i t o u s  i n t e r m e d i a r i e s  be tw een  t h e  o u t s i d e  c a p i t a l i s t s  and  
th e  b o r r o w e r s .  T h e i r  A m o t io n  t h u s  i s  t o  t e s t  t h e  s e c u r i t y  o f f e r e d  
by  t h e  b o r r o w e r s ,  and t o  g u a r a n te e  t o  th e  p u b l i c  t h e  s a f e t y  o f  
t h e  c a p i t a l  l e n t  by them . F o r  t h i s  s e r v i c e  no c h a r g e  i s  made sa v e  
a  s m a l l  com m ission  o f  ab o u t \  o f  1 p e r  c e n t  and i n  some c a s e s  a s  
low a s  1 /1 0  o f  1 p e r  c e n t ,  t o  p a y  a c t u a l  e x p e n s e s .
Eaoh l a n d s c h a f t  i s  u s u a l l y  c o n f in e d  to  a  l i m i t e d  a r e a .  
Minimum l i m i t s  f o r  l o a n s  a r e  u s u a l l y  e s t a b l i s h e d  —  general, l y  $25 . 
I n  t h e  Hew l a n d s o h a f t e n  a s  in  th e  o ld  l a n d s c h a f t e n  m o d e rn ize d ,  
d e b e n tu r e s  a r e  p la c e d  upon t h e  m a rk e t  by w hioh  to  r a i s e  money 
f o r  c a n d i d a t e s  f o r  l o a n s ,  b u t  i n  t h e  Hew l a n d s c h a f t e n  t h e  s e c u r i t y  
t o  t h e  b o n d h o ld e r  in c lu d e s  th e  p r o p e r t y  o f  t h e  mem bers, t h e  
R e s e rv e  o r  g u a r a n ty  fu n d ,  and a l s o  t h e  s i n k i n g  f u n d s .  I n  some 
b a n k s ,  b o n d h o ld e r s  a r e  g i v e n  th e  pow er o f  h a v in g  c o u r t s  a s s i g n  a s
— 48 —
s e c u r i t y  f o r  t h e i r  p a r t i c u l a r  bonds some p a r t i c u l a r  m ortgage  a s  
s p e c i a l  s e c u r i t y  i n  c a s e  th e  bank s h o u ld  f a i l  t o  pay  t h e  i n t e r e s t  
o r  c a p i t a l  when d u e .  T h is  r i g h t  i s  v e ry  r a r e l y  e x e r c i s e d .
A d e b e n tu re  h o l d e r  c a n n o t  demand paym ent e x c e p t  when t h e  d e b e n tu r e  
i s  d u e ,  b u t  on th e  o t h e r  h an d , t h e  bank can  c a l l  i n  a l l  d e b e n tu r e s  
upon  s i x  months n o t i c e .  These d e b e n tu r e s  have  a  h ig h  r e s p e c t a b i l ­
i t y ,  u s u a l l y  s e l l i n g  above p a r .  Inasm uch a s  c h s f g n e s s  i s  t h e  
s o le  o b j e c t  o f  th e  b a n k ,  i t  i s  cu s to m ary  t o  c a l l  i n  d e b e n tu r e s  
s e l l i n g  above  p a r  and  i s s u e  a  f r e s h  s e r i e s  a t  a  lo w e r  r a t e .
The i n t e r e s t  p a id  by a  b o rro w e r  on a  l o a n  i s  t h a t  p a id  
by t h e  bank  on t h e  d e b e n t u r e s ,  t h e  bank  b e i r g  a s  b e f o r e  s t a t e d ,  
m e re ly  a n  i n t e r m e d i a r y  be tw een  th e  b o r ro w e r  and th e  l e n d i n g
p u b l i c .  A bank c a n n o t  demand payment o f  a  lo a n  e x c e p t  i n  c a se
• • \  
o f  w a s te ,  d e t e r i o r a t i o n ,  or t h e  l i k e ,  b u t  a  b o rro w e r  c a n  pay
i n  whole o r  i n  p a r t  a n y  t im e  he so  d e s i r e s .
The a n n u i t i e s  p a i d  i n  u s u a l l y  a v e ra g e  a b o u t  4 p e r  c e n t ,
t h e  c o n s t i t u e n t  p r o p o r t i o n s  b e in g  a b o u t  3 p e r  c e n t  f o r  i n t e r e s t ,
•§• o f  1 p e r  cen t  f o r  s i n k i n g  fu n d ,  -J- o f  1 p e r  c e n t  f o r  g u a r a n ty
f u n d ,  and -J- o f  1 p e r  c e n t  f o r  e x p e n s e s .*
O th e r  form s o f  c o - o p e r a t i v e  c r e d i t  n o t  so  p ro m in e n t  a s
th o s e  m en tio n ed  b u t  w hich  m e r i t  some a t t e n t i o n
O th e r  Poims
o f  C o -o p e ra -  i n  t h i s  s tu d y  a r e  t h e  ( J r e d i t  P o n c ie r  o f  P ra n c e ,  
t i v e  C r e d i t
th e  C r e d i t  U nions and th e  B u i ld in g  a n d  l o a n
A s s o c i a t i o n s .
The C r e d i t  P o n c i e r ,  an i n s t i t u t i o n  founded  i n  P ra n c e  i n  
1 8 52 , i s  i n  many ways s i m i l a r  t o  th e  l a n d s c h a f t e n  b a n k s .  I t  was 
form ed f o r  t h e  p u rp o se  o f  o r g a n i z i n g  t h e  lan d  c r e d i t  and  im p ro v in g
1 .  O f. P o w e l l ;  C o - o p e ra t io n  i n  A g r i c u l t u r e ,  p p .  2 9 1 -2 9 8 .
t h e  a g r i c u l t u r a l  c r e d i t  f a c i l i t i e s  o f  F r a n c e .  The C r e d i t  F o n c ie r  
was v e r y  soon  a f t e r  o r g a n i z a t i o n  p la c e d  u n d e r  governm ent c o n t r o l ,  
g iv e n  a  s u b s id y  and g r a n t e d  a  monopoly f o r  25 y e a r s .  The m onopoly 
a t  i t s  a s p i r a t i o n  was n o t  renewed b u t  a l l  i t s  o r i g i n a l  p r i v i l e g e s  
a r e  s t i l l  e n jo y e d  by t h e  d r e d i t  F o n c i e r  which f a c t  u n d o u b te d ly  
a c c o u n ts  f o r  the  C r e d i t  F o n c ie r  b e in g  t h e  o n ly  la n d  bank i n  F ra n o e .  
The r e l a t i o n  o f  t h e  bank to  th e  s t a t e  i s  v e ry  c l o s e .  The g o v e rn o r  
and two s u b -g o v e rn o r s  o f  th e  bank a r e  a p p o in t e d  b y  t h e  P r e s i d e n t  
o f  F ra n c e .  I t  i s  s u b j e c t  t o  th e  T re a s u ry  D epartm ent o f  t h e  
G overnm ent, i t  b e in g  e s s e n t i a l  t h a t  t h r e e  o f  t h e  d i r e c t o r s  o f  t h e  
bank be  h ig h  o f f i c i a l s  i n  t h e  T re a s u ry  D e p a r tm e n t .  F u r t h e r  d i s -  
c u s s io n  o f  th e  C r e d i t  F o n c i e r  i s  h a r d l y  n e c e s s a r y ,  e x c e p t  t h a t  
i t  be  s a i d  t h a t  th e  m a in  c o - o p e r a t i v e  f e a t u r e  o f  t h e  bank  i s  t h e  
a m a ss in g  o f  l a n d  s e c u r i t y .  *
The C r e d i t  U nions have been o r g a n iz e d  fo r  th e  p u rp o se  o f  
p r o v i d in g  f o r  th e  n eedy  b e t t e r  a d v a n ta g e s  i n  c r e d i t .  S h a re s  o f 
a b o u t  $25 a r e  bo ugh t by t h e  mem bers. The num ber o f  s h a r e h o ld in g s  
i s  l i m i t e d  u s u a l l y  t o  1 b u t  th e  number o f  s h a r e h o l d e r s  i s  
u n l i m i t e d .  Loans a r e  made to  members f o r  s h o r t  t e r m s .  The s e c u r i t y  
i s  p e r s o n a l ,  bu t e a c h  member i s  f i l l y  l i a b l e  fo r  a l l  d e b t s .  The 
C r e d i t  U nions i n  Germany were begun in  1 8 5 0 . They h a v e  had  
p h en o m in a l g ro w th .  I n  1901 th e r e  were 1 2 ,1 4 0 ,  The m em bership 
o f  German c r e d i t  u n io n s  i s  v e ry  l a r g e l y  composed o f  s m a l l  i n d u s t r i a l ­
i s t s .  About 10 p e r  c e n t  o f  th e  members a r e  wage e a r n e r s .  I n  t h e  
U n i te d  S t a t e s  th e  Je w ish  C r e d i t  U nions a r e  t h e  m ost p ro m in e n t .
_These i n s t i t u t i o n s  composed o f  Jew ish  A g r i c u l t u r i s t s  and a s s i s t e d
1 .  H e r r i c k ,  Myron T . ;  S en . Doc. N o .967* 62d C o n g . ,3 d  S e s . , p p . 2 1 -2 4 .
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lay Je w ish  m erch an ts  o f  means p r o v id e  f o r  t h e  J e w is h  f a rm e rs  a 
means o f  o b ta in in g  c r e d i t  fo r  m od ra te  amounts on e a sy  te rm s .
The B u i ld in g  and l o a n  A s s o c i a t i o n s ,  s u c c e s s f u l  p a r t i c u l a r l y
i n  th e  U n i te d  S t a t e s ,  a r e  u s e d  o n ly  t o  e n a b le  members t o  o b t a i n
hom es. The fu n d s  o f  the  a s s o c i a t i o n  a r e  c o l l e c t e d  from members
and lo a n e d  to  members. The a s s o c i a t i o n  t h u s  a c t s  a s  a  s a v in g s
bank and a s  a  c r e d i t  u n i o n .  The s h a r e s  a r e  u s u a l l y  o f  abou t
$200 each  p a id  i n  m onth ly  i n s t a l l m e n t s .  The member i s  e n t i t l e d
t o  a  l o a n  a s  soon a s  h i s  paym ents  h ave  b eg un , t h e  s e c u r i t y  f o r
h i s  l o a n  i s  t h e  house  upon  w h ich  i t  i s  made.
The a d v a n ta g e  o f  t h e  B u ild  t e g  and Loan A s s o c i a t i o n  a r e
t h i s :  t h e  paym ents  u s u a l l y  r u n  f o r  ab o u t  s i g h t  y e a r s  b u t  i n  t h e
m eantim e t h e  member has  t h e  u s e  o f  t h e  h o u se  and th o u g h  he  seems
to  be p a y in g  h ig h  r e n t  h e  i s  e v e n t u a l l y  th e  f i l l  o w n e r .^
B u i ld in g  a n d  Loan A s s o c ia t io n s  h ave  a t t a i n e d  g r e a t e s t
s u c c e s s  i n  t h e  U n i te d  S t a t e s .  I n  1903, t h e r e  were 5 ,2 9 9  such
a s s o c i a t i o n s  i n  t h i s  c o u n try  h a v in g  a m em bership  o f  1 ,5 3 0 ,7 0 7
and t o t a l  a s s e t s  o f  $ 5 7 7 ,2 2 8 ,0 1 4 .  B u i ld in g  a n d  Loan A s s o c i a t i o n s ,
h o w ev er ,  a r e  n o t  b e in g  p a t r o n i z e d  by t h e  w ork ing  p e o p le  t o  1he
e x t e n t  t h e y  were i n te n d e d  to  b e .  More o f t e n  p r o f e s s i o n a l  men,
s m a l l  b u s i n e s s  men, c l e r k s ,  m a n a g e rs ,  and  s a l a r i e d  o f f i c i a l s  a r e
a v a i l i n g  th e m se lv e s  o f  t h e  a s s o c i a t i o n s  w h ile  t h e  l a b o r i n g  men
f o r  whose b e n e f i t  t h e  a s s o c i a t i o n s  w e re  o r i g i n a l l y  fo u n d ed  a re
u n a b le  t o  a c c u m u la te  t h e  m em bership  f e e s .  M oreover, " t h e  c h i e f
com m erc ia l  p r o f i t  o f  su c h  s o c i e t i e s  goes t o  t h e  o u t s i d e  i n v e s t o r s ,
©
who do n o t  i n t e n d to  b o r r o w .”
1 .  Of Adams & Sumner; L abor P ro b lem s , p p . 3 9 1 -3 9 4 .
2 .  H a d le y ,  E conom ics , p .  38 9 .
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C o n s id e r a b le  a g i t a t i o n  r e c e n t l y  h a s  been  c u r r e n t  c o n c e rn in g  
t h e  e s t a b l i s h m e n t  of a  b e t t e r  s y s te m  o f  r u r a l  c r e d i t s
G enera l
S ta te m e n t s  i n  th e  U n i te d  S t a t e s .  I n  1913 a  com m ission c o n s i s t i n g  
and
C o n c lu s io n s  o f  r e p r e s e n t a t i v e s  from  t h i r t y - s i x  s t a t e s  and se v en  
members a p p o in t e d  by P r e s i d e n t  W ilson  f o r  t h e  U n ite d  
S t a t e s  a t  l a r g e ,  v i s i t e d  E gypt and e v e ry  c o u n try  i n  E urope  e x ce p t  
t h e  B a lk an  S t a t e s  f o r  th e  p u rp o s e  o f  s t u d y i n g  t h e  r u r a l  c o n d i t i o n s  
and more p a r t i c u l a r l y ,  t h e  sy s te m s  o f  r u r a l  c r e d i t  i n  t h o s e  
c o u n t r i e s .  P re v io u s  t o  P r e s i d e n t  W i l s o n 's  a d m i n i s t r a t i o n ,
P r e s i d e n t  T a f t  a d d re s s e d  t h e  G overnors o f  t h e  S t a t e s  a t  B e v e r ly ,  
M a s s a c h u s e t t s ,  O c to b e r ,  1912 , o n  th e  s u b j e c t  o f  R u ra l  C r e d i t s .  At 
th e  s e s s i o n  o f  t h e  S o u th e rn  Commercial C ong ress  i n  t h e  s p r i n g  o f  
1912 , t h e  s u b j e c t  o f  r u r a l  c r e d i t s  was g iv e n  much a t t e n t i o n .  At 
t h i s  c o n f e r e n c e  r e s o l u t i o n s  were a d o p ted  which r e s u l t e d  i n  Con­
g r e s s  s e n d in g  Mr. D avid  L u b in  a s  d e l e g a t e  o f  t h e  U n i te d  S t a t e s  t o  
t h e  I n t e r n a t i o n a l  I n s t i t u t e  o f  A g r i c u l t u r e  h e l d  a t  Rome, I t a l y ,  
i n  1 9 1 2 .  At t h i s  i n s t i t u t e  much a t t e n t i o n  was g iv e n  t o  a g r i ­
c u l t u r a l  c r e d i t s .
Very th o ro u g h  s t u d i e s  on R u ra l  and A g r i c u l t u r a l  c r e d i t s  
have  been  made by Myron T. H e r r i c k ,  Am bassador to  P r a n c e .  S e v e ra l  
v a lu a b le  c o n t r i b u t i o n s  1 from  h i s  p en  have  been  made to  t h e  p e o p le  
o f  t h i s  c o u n t r y .  C ong ress  h a s  r e p e a t e d l y  d e b a te d  th e  s u b j e c t  and 
many s t a t e  l e g i s l a t u r e s  h a v e  con ce rn ed  th e m s e lv e s  w i th  t h i s  p ro b lem .
I n  h i s  a d d r e s s  to  t h e  g o v e rn o rs  o f  th e  s t a t e s  in  1 9 1 2 ,2 
P r e s i d e n t  T a f t  p o in te d  o u t t h a t  t h e  fa rm e rs  o f  th e  U n i te d  S t a t e s  
^ a d d  each  y e a r  t o  t h e  n a t i o n a l  w e a l th  $ 8 ,4 0 0 ,0 0 0 ,0 0 0 *  They a r e
1 .  See p a r t i c u l a r l y ,  H e r r i c k ,  R u ra l  C r e d i t s .
2* l e t t e r  o f  P r e s .  W .H .T a f t ,  S e n .D o c .H o .967, 62d Cong. 3d S e s . ,  
p p .  3 - 7 .
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d o in g  t h i s  on borrow ed c a p i t a l  o f  $ 6 ,0 4 0 ,0 0 0 ,0 0 0  on w hich  th e y  
pay a n n u a l ly  i n t e r e s t  c h a rg e s  o f  $ 6 1 0 ,0 0 0 ,0 0 0 .  C o u n tin g  com­
m is s io n s  a n d  ren e w a l  c h a r g e s ,  t h e  i n t e r e s t  r a t e  p a id  b y  t h e  
fa rm e r  o f  t h e  c o u n try  i s  a v e ra g e d  a t  8-J- p e r  c e n t ,  a s  compared 
w i t h  a  r a t e  o f  4rJ- t o  3$; p e r  oen t p a id  by t h e  f a r m e r  o f  P ra n ce  
o r  Germany. F u r t h e r ,  i t  was p o i n t e d  o u t  t h a t  t h e  r a t e  p a id  by 
th e  A m erican fa rm e r  i s  c o n s id e r a b ly  h i g h e r  t h a n  t h a t  p a i d  by 
th e  i n d i v i d u a l  c o r p o r a t i o n s ,  r a i l r o a d s ,  and m u n i c i p a l i t i e s .  The 
r e a s o n  f o r  t h i s  i s  t h a t  th e  c o r p o r a t i o n  i s  a b le  t o  p l a c e  i t s  
- s e c u r i t y  b e fo r e  t h e  i n v e s t o r  i n  a  more a t t r a c t i v e  and n e g o t i a b l e  
fo rm . The fammer l a c k i n g  th e  m a c h in e ry  w hereby t o  make h i s  
s e c u r i t y  a t t r a c t i v e  s u f f e r s  u n r e a s o n a b ly .  Yet i t  u n d o u b te d ly  
w i l l  be a d m i t t e d  t h a t  t h e  s e c u r i t y  o f  th e  fa rm e r  — h i s  f e r t i l e
la n d  — i s  q u i t e  a s  sound a s  t h a t  o f  t h e  i n d u s t r i a l  c o r p o r a t i o n .
I t  h a s  b e e n  p o in te d  ou t by P o w e l l , 1 l i n d s a y  C o u l t e r  
and  o t h e r s  t h a t  i f  t h e  r u r a l  com m unities  o f  t h e  U n i te d  S t a t e s  
a r e  t o  be b u i l t  up l u x u r i e s  o f  c i t y  and c o u n try  must be more 
n e a r l y  e q u a l i z e d .  " I f  we a r e  to  sav e  t h e  r u r a l  d i s t r i c t s  from  
d e c a d e n c e ,  we must b t i n g  ab o u t c o n d i t i o n s  i n  t h e  c o u n t r y  t h a t  
w i l l  make c o u n t r y  l i f e  as s a t i s f y i n g  a s  i s  th e  l i f e  i n  t h e  c i t y . " ^
"The p e o p le  o f  the  c i t y  h ave  paved  s t r e e t s ,  and
s id e w a lk s ;  we h av e  muddy ro a d s  i n  t h e  c o u n t r y .  They 
have s t r e e t  c a r s ,  c s r r i a g e s ,  and a u to m o b i le s ;  we h ave  
heavy  w o r k -h o r s e s  and wagons o r ,  a t  b e s t ,  h eavy  bug­
g i e s  on th e  fa rm .  They have  e l e o t r i c  l i g h t s  o r  g a s ;  
we h a v e  t h e  o ld  o i l  lamp o r  t a l  low c a n d le .  They h av e  
t e l e p h o n e s ,  t e l e g r a p h  and f r e e  m a i l - d e l i v e r y ,  and  t h e y  
d o n ’t  n e e d  them  h a l f  a s  b a d ly  a s  we; y e t  few  o f  u s
_  who l i v e  f a r  p p a r t ,  a  lo n g  d i s t a n c e  fro m  th e  d o c t o r  and
1 . P o w e l l ;  C o - o p e r a t io n  in  A g r i c u l t u r e ,  Chap. I .
2. l i n d s a y ,  S .A . ;  Our l i f e  and Farm P ro b lem s , S en .D oc . N o .334,
63d C o n g .,  2d S e s . ,  p .  8 .
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f r a n  f r i e n d s ,  have  t h e s e .  They have  f u r n a c e s  i n  t h e i r  
homes, and  when th e y  g e t  up i n  t h e  m orning t h e i r  house
i s  warm an d  p l e a s n t ,  h u t  we g e t  up t o  f i n d  e v e r y t h in g
f r o z e n  a n d  t h e  h o use  c h i l l e d .  They h ave  h o t  and c o ld  
ru n n in g  w a te r  and b a t h s ;  we must go ou t t o  t h e  o ld  pump
or m e lt  snow and i c e ,  and t a k e  ou r  b a th  i n  t h e  d i s h  pan
or  w a s h - tu b .  They h av e  t o i l e t  f a c i l i t i e  s  and s e w e r s ;  
we must go o u t  i n  th e  c o ld  of w in t e r  t o  t h e  s n o w - f i l l e d  
p r i v y ,  and  in  th e  summer to a  f o u l - s m e l l i n g ,  u n s a n i t a r y  
one. They h av e  t h e a t e r s ,  c o n c e r t s ,  and o r c h e s t r a s ;  we 
r e a d  a b o u t  them . They have  good d a n c in g  h a l l s ,  w i t h  
f i n e  m usic  and  smooth f l o o r s ;  we w ish  t h a t  we had h a l f  
a s  good . They have  good s t o r e s ,  where th e y  c a n  t e l e p h o n e  
f o r  th e  t h i n g s  th e y  want when th e y  want th em ; we g e t  
what i s  l e f t  o v e r ,  and  we h ave  to  go a f t e r  i t  and  have  
v e r y  p o o r  c h o ic e .  They h ave  l i b r a r i e s  w here t h e r e  a r e  
p a p e r s ,  m ag az in es  and books w h ic h  we c a n n o t  g e t  w i th o u t  
b u y in g  and so we se ld o m  s e e  t h e s e . "1
To b u i l d  up t h e  r u r a l  com m unities  and to  p l a c e  th e  
a g r i c u l t u r a l  i n d u s t r y  on e q u a l  ran k  w i th  o t h e r  i n d u s t r i e s  o f  
p ro fo u n d  o r g a n i z a t i o n ,  more b u s in e s s  m ethods must be a p p l i e d  t o  
th e  i n d u s t r y  and  a  b e t t e r  sy s te m  o f  r u r a l  c r e d i t s  i s  i m p e r a t i v e .
Our f i n a n c i a l  sy s tem  has n o t  b e en  d e v e lo p e d  t o  m eet 
th e  n e e d s  o f  a g r i c u l t u r e .  The A m erican  f a rm e r  i s  h a n d ic a p p e d  
by  n o t  b e in g  a b l e  t o  n e g o t a i a t e  lo a n s  by o f f e r i n g  h i s  la n d  a s  
s e c u r i t y  f o r  h i s  c r e d i t  n e e d s ,  o r  t o  make u se  o f  h i s  c h a r a c t e r  
a s  s e c u r i t y  t o  t h e  e x t e n t  t h a t  th e  E uro pean  fa rm e r  i s  a b le  t o  d o . 
The f a rm e r  n e e d s  c r e d i t  t o  make pe rm anen t im poovem ents t o  h i s  
p r o p e r t y ,  t o  i n c r e a s e  i t s  p r o d u c t i v e  pow er, and f o r  s h o r t  t e rm  
p u rp o s e s  t o  e n ab le  h im  t o  m eet h i s  c u r r e n t  ex p en se s  w h ile  h i s  
c ro p s  a r e  m a t u r in g ,  a n d  p a r t i c u l a r l y  to  p r o v id e  f o r  th e  p l a n t i n g ,  
h a r v e s t i n g  and m oving o f  h i s  c r o p s .  To m eet t h e s e  n e e d s  t h e  
fa rm e r  a t  p r e s e n t  h a s  t h r e e  g e n e r a l  ways of o b t a i n i n g  c r e d i t ,  v i z .  
" b y  b o rro w in g  from  a n  i n d i v i d u a l  o r  o t h e r  p r i v a t e  a g en c y  on su c h
1 .  C o u l t e r ,  J . I . ;  C o - o p e r a t io n  Among F a rm e rs ,  p p . 1 2 -1 3 .
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t e rm s  a s  two w i l l  a g re e  up on ; 1ay o b t a i n i n g  c r e d i t  from  a l o c a l  
s t o r e  o r  m e r c a n t i l e  i n s t i t u t i o n  g iv in g  a s  s e o u r i t y ,  i f  n e c e s ­
s a r y ,  a  m ortgage  on l i e n  upon h i s  c ro p ;  or by b o rro w in g  frcm  
a  bank , i n s u r a n c e  company, l o a n  and t r u s t  company, e t c .  g i v i n g  
t o  them such s e c u r i t y  a s  th e y  demand. I n  some c a s e s  w arehouse  
r e c e i p t s  f o r  g r i i n ,  c o t t o n ,  w o o l,  t o b a c c o ,  f r u i t ,  e tc .  a r e  
g i v e n  a s  s e c u r i t y  f o r  c r e d i t  r e c e i v e d .
By th e  i n d i v i d u a l  c r e d i t  sy s te m  a  f a r m e r  s e c u r e s  c r e d i t  
from  a n o th e r  f a rm e r ,  n e ig h b o r  o r  r e s i d e n t  who h a s  money t o  l o a n  
g iv in g  f o r  th e  l o a n  a  m ortgage  on  t h e  l a n d  i n  c a s e  o f  a l o n g ­
te rm  l o a n ,  and  a  n o t e  o r  c ro p  l i e n  i n  c ase  o f  a  s h o r t  te rm  l o a n .  
Many f a rm e rs  have  b e en  m a t e r i a l l y  a s s i s t e d  by t h i s  form o f  
c r e d i t  b u t  o t h e r s } , t h e  v i c t i m s  o f  u n s c r u p u lo u s  l o a n  s h a r k s ,  
have  been s u b j e c t  t o  e x o r b i t a n t  r a t e s  o f  i n t e r e s t  and  f o r e ­
c l o s u r e s .  T h is  form  o€ c r e d i t  i s  e x p e n s iv e  and d a n g e ro u s .
By t h e  c ro p  l i e n  m ethod o f  o b ta n in g  c r e d i t ,  t h e  f e r n s r  w i l l  
have  some i n d i v i d u a l  e x te n d  to  him c r e d i t  g i v in g  i n  r e t u r n  a  l i e n  
on th e  c r o p .  I n  t h i s  c a s e ,  th e  i n d i v i d u a l  p r o v i d in g  th e  c r e d i t  
i s  u s u a l l y  a  com m ission  m e rc h a n t ,  j o b b e r ,  a u c t i o n  company o r  
w arehousem an. And w i t h  t h e  l i e n  th e  l e n d e r  u s u a l l y  r e s e r v e s  
th e  e x c l u s i v e  r i g h t  t o  h a n d le  the  cr,op} and i s  t h u s  a b l e  t o  
d i c t a t e  t h e  c o n d i t i o n s  u n d e r  w h ic h  th e  c ro p  i s  t o  be s o l d ,  i n  
t h e  t r u c k  g ro w in g  and f r u i t  g row ing  i n d u s t r i e s ,  t h i s  sy s te m  i s  
v e ry  f r e q u e n t l y  u s e d .  I n  t h e  c o t to n  g row ing  s t a t e s  o f  th e  s o u t h ,  
many g row ers  o b t a i n  c r e d i t  i n  t h i s  m anner. T h is  sys tem  i s  n o t  
" ■ e n t i r e ly  bad  b u t  i s  open t o  many o b j e c t i o n s .  By p r o p e r l y  h a n d l in g  
th e  c ro p ,  t h e  u n s c r u p u lo u s  l e n d e r  i s  a b l e  t o  k e e p  t h e  fa rm e r
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c o n s t a n t l y  in d e b te d  t o  h im . The fa rm er  l® Bing h i s  in d e p e n d e n c e  
becomes d i s c o u r a g e d .  He i s  u n a b le  t o  im prove h i s  fa rm . L i f e  
on th e  fa rm  t o  him i s  mere s e r v i t u d e  t o  a f i n a n o i a l  m a s te r .
The c r o p  l i e n  sys tem  o f  c r e d i t  i s  i n a d e q u a te  and u n s a t i s f a c t o r y .
The s t o r e  c r e d i t  sy s tem  i s  v e r y  s i m i l a r  t o  t h e  one j u s t  
d e s c r i b e d .  The f a rm e r  o b t a i n s  p r o v i s i o n s  and im p lem en ts  from  a 
s t o r e  k e e p e r  o r  g e n e r a l  merchalat t o  ru n  him fawn one s e a s o n ' s  
h a r v e s t  to  t h e  n e x t .  To t h e  c r e d i t o r  t h e  f a rm e r  g iv e s  a  c ro p  
l i e n .  T h is  sy s tem  o f  c r e d i t  h a s  p ro v ed  t o  be  h a p h a z a rd ,  u n sy s tem ­
a t i c ,  and o f t e n  v i c i o u s  t o  b o th  s t o r e k e e p e r  and  fa rm er*  P ow ell  
p o i n t s  o u t  t h a t  th e  s t o r e  c r e d i t  sy s te m  o f  c r e d i t  i s  b a sed  on a  
f a l s e  s e c u r i t y  f o r  i t  i s  g iv e n  on  th e  c ro p  b e f o r e  i t  i s  d ev e lo p ed  
and o f t e n  b e f o r e  i t  i s  p l a n t e d .  To make h i s  r i s k  s e c u r e  the  
s t o r e k e e p e r  i s  o b l ig e d  to  c h a rg e  h i g h e r  p r i c e s  f o r  h i s  g o o d s ,  
w hich f r e q u e n t l y  a r e  o f  i n f e r i o r  q u a l i t y .  O f te n  t h e  s t o r e k e e p e r  
w i l l  a b s o l u t e l y  d i c t a t e  a s  t o  ?&at th e  c r o p s  s h a l l  b e ,  t h e  m ethods 
o f  fa rm in g  t o  be  f o l lo w e d ,  t h e  crop  r o t a t i o n  and so  f o r t h .  The 
f a r m e r ,  o b l i g a t e d  to  a  s t o r e k e e p e r ,  i s  o b l ig e d  to  c o n t in u e  i n  
h i s  p a t r o n a g e  and t h u s  t o  p a y  w h a te v e r  p r i c e s  a r e  a s k e d .  At 
h a r v e s t i n g  th e  f a rm e r  must b r in g  h i s  c ro p s  i n  a t  once  t o  t h e  
s t o r e k e e p e r  and  r e c e i v e  w h a t  i s  o f f e r e d .  To sum i t  u p  i n  few 
w ords . "The fa rm e r  s e l l s  h i s  p r o d u c t s  a t  lo w e s t  w h o le s a le  p r i c e  
and  buys h i s  s u p p l i e s  a t  t h e  h i g h e s t  r e t a i l  p r i c e . " 1
The c h i e f  o b j e c t i o n  t o  bank c r e d i t  i s  t h a t  i t  c a n n o t  be 
had  f o r  l a n d  s e c u r i t i e s  and  p a r t i c u l a r l y  f o r  s u f f i c i e n t l y  lo n g  
p e r i o d s .  The n a t i o n a l  bank  a o t  o f  f i f t y  y S a r s  ago fo rb a d e  t h e
   1.1 I ■ »  ■■■! ! !
1 .  P o w e l l ;  G o -o p e ra t io n  i n  A g r i c u l t u r e ,  p .  281.
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l o a n in g  o f  money on l a n d  s e c u r i t i e s  th e  th e o ry  o f  t h e  law  b e in g  
t h a t  r e a l  e s t a t e  m o r tg a g es  can n o t be  q u i c k l y  l i q u i d a t e d  i n  c a se  
o f  em ergenoy. Bank c r e d i t  i s  f u r t h e r  u n s a t i s f a c t o r y  b e o au se  o f  
i t s  h ig h  i n t e r e s t  r a t e s .
C l e a r l y  t h e n ,  t h e  a g r i c u l t u r a l  i n d u s t r y  o f  th e  U n i te d  
S t a t e s  i s  s a d ly  in  need  o f  a  more a d e q u a te  syBtem o f  fa rm  c r e d i t s .  
P r o p o s a l  o f  v a r io u s  s o r t s  h av e  been made, t a k i n g  u s u a l l y  
so m e th in g  o f  t h e  form  o f  t h e  R a i f f e i s e n  and l a n d s c h a f t e n  banks 
o f  Germany, fa rm  lo a n  b i l l s  h ave  been  p ro p o s e d  in  t h e  l e g i s l a t u r e s  
o f  v a r io u s  s t a t e s  b u t  g e n e r a l l y  o b j e c t i o n  i s  made t o  an y  sy s tem  
w hich  w ould  te n d  to  f o s t e r  p a t e r n a l i s m .
I t  would seem t h a t  some p l a n  o f  t h e  n a t u r e  o f  t h e  l a n d -  
s h o a f t e n  banks o f  Germany would be b e s t  a d a p te d  t o  t h e  n e e d s  and 
s e n t im e n t s  o f  t h e  A m erican a g r i c u l t u r i s t s .  I n  f i n i s h i n g  t h i s  
t o p i c ,  we c an n o t  do b e t t e r  th a n  to  make r e f e r e n c e  t o  Mr. George 
W oodruff o f  J o l i e t ,  I l l i n o i s , ^ w h o  i n  1 9 1 2 ,  s t a r t e d  a  3 0 - y e a r ,  5 pa* 
c e n t  a m o r t i z a b l e . farm  m o rtg a g e  bank i n  h i s  l o c a l  com m unity. I n  
1913 , a  d u l l  y e a r  f o r  th e  s a l e  o f  s e c u r i t i e s ,  Mir. W oodruff 
lo a n e d  be tw een  $300 ,00  and $ 4 0 0 ,0 0  i n  3 0 - y e a r  5 p e r  c e n t  a m o r t i z a t ­
i o n  l o a n s .  The e x p e r ie m e n t  o f  Mr. W o o d ru f f 's  h a s  met w i t h  unex­
p e c t e d  s u c c e s s .  I t  i s  b e l i e v e d  t h a t  t h e r e  i s  ample f i e l d  f o r  
o t h e r  su ch  e f f o r t s  in  t h e  U n i te d  S t a t e s .
1* C f .  R e f e r r e d  to  by R alph  M e tc a l f ,  S en .D oc . B o .5 71 , 63d C ong ., 
2d S e s s . ,  p p .  21-22*
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D ivision 4 . Co-operative A gricu ltu ra l S o c ie tie s .
Today i s  a  day o f  s p e c i a l i z a t i o n  and o r g a n i z a t i o n .  S in c e
t h e  dawn o f  th e  i n d u s t r i a l  reiro l u t i o n  p r o d u c t i o n  and d i s t r i b u t i o n
i n  a l l  i n d u s t r i e s  have  u n d e rg o n e  p ro fo u n d  r e - o r g a n i z a t i o n s .  The
i n d i v i d u a l  a t  one t im e  in d e p e n d e n t  o f  h i s  n e ig h b o r  a s  i t  w e re ,
h a 8 b een  g r a d u a l l y  merged u n t i l  he h a s  become a  mere i te m  i n  th e
s u b d i v i s i o n  o f  labo fr . P r o d u c t io n  and  d i s t r i b u t i o n  once c o n t r o l l e d
by t h e  i n d i v i d u a l ,  a s  s u c h ,  h ave  th d a y  been  t u r n e d  o v e r  to  t h e
g i a n t  c o r p o r a t i o n s ,  o r g a n i z a t i o n  and r e - o r g a n i z a t i o n  h a s  c o n t in u e d
u n t i l  t o d a y  c o n c e n t r a t e d  e n e rg y  and c a p i t a l  a r e  i n  command. I t
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h a s  b een  s a i d  where a  d i r e c t o r y  o f  K ew /C ity  50 y e a r s  ago g ave  one 
c o r p o r a t i o n  to d a y  we s h a l l  f i n d  100 and  p r e s e n t l y  1 ,0 0 0 .  But 
mark a  q u a l i f i c a t i o n .  T h is  fo rw a rd  m arch  o f  o r g a n i z a t i o n  o f  v h ic h  
we have spo ken  does  n o t  so  r e a d i l y  a p p ly  t o  t h e  i n d u s t r y  o f  a g r i ­
c u l t u r e .  T rue  i t  i s  t h a t  g r e a t  c o r p o r a t i o n s  h av e  been  d e v e lo p e d  
to  t a k e  t h e  p r o d u c t s  o f  t h e  f e r n  from th e  h a n d s  o f  t h e  p r o d u c e r s  
and aonvey  them to  th e  t a b l e s  o f  th e  co n su m ers .  But t h e s e  i n s t i ­
t u t i o n s ,  th o u g h  c o n t r i b u t i n g  t o  s o c i e t y  a  g r e a t  s e r v i c e ,  h a v e  
h e f t  t h e  A m erican  fa rm e rs  u n o r g a n iz e d .  The f a r m e r s  have  done 
n o th in g  more t h a n  p ro d u c e ,  t h e y  have f a i l e d  t o  e n jo y  t h e i r  s h a r e  
o f  t h e  p r i c e  p a i d  by th e  consum ers . They s t i l l  co n duc t t h e i r  
b u s i n e s s  on t h e  l i n e s  o f  t h e  c e n t u r i e s  when i n d u s t r y  was c a r r i e d  
on by t h e  i n d i v i d u a l  w o rk e r .  They a r e  i n  f a c t  u s in g  e i g h t e e n t h  
c § n tu ry  m ethods o f  c o - o p e r a t i o n  w i t h  which to  compete w i th  t h e i r  
u rb a n  b r o t h e r s ,  em ploy ing  t h e  sy s te m s  o f  o r g a n i z a t i o n  o f  t h e
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t w e n t i e t h .
Farm ing i s  a  b u s i n e s s ,  b u t  n o t  y e t  h a s  th e  f a c t  f u l l y  
im p re sse d  i t s e l f  upon  th e  mind o f  t h e  A m erican  farm er*  M r .C o u l te r  
in  w r i t i n g  u n d e r  t h e  h e a d  "Farm ers m ust become b u s in e s s  men" h a s  
v e r y  s u g g e s t i v e l y  p o i n t e d  o u t  t h a t  we m ust o e a se  s a y in g  " b u s in e s s  
men and f a r m e r s " .  The f a r m e r  must i n  th e  f u t u r e  be p l a c e d  on t h e  
same l e v e l  o r  as  n e a r l y  so  a s  a r e  o t h e r  b u s i n e s s  men. "We m u st 
s a y  from  now o n , "  s a y s  C o u l t e r ,  " b a n k e r s ,  f a r m e r s ,  n e r c h a n t s ,  and  
o th e r  b u s in e s s  m en".^
The f a rm e r  b e in g  a  b u s in e s s  man to  make h i s  b u s i n e s s  e f f i c i e n t  
and to  o b t a i n  from h i s  b u s i n e s s  t h e  f u l l e s t  r e t u r n s ,  must c o - o p e r a t e  
and o r g a n iz e  w i th  h i s  f e l l o w s  as do t h e  b u s in e s s  men o f  o t h e r
i n d u s t r i e s .  S i r  H orace  P l u n k e t t ,  i n  a n  a d d r e s s  d e l i v e r e d  i n  P h i l a -
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d e jip h ia ,  i n  M arch, 1 912 , in  s p e a k in g  o f  t h e  h i g h  c o s t  o f  l i v i n g
s a i d :  " I  t h i n k  th e  u l t i m a t e  a n a l y s i s  w i l l  show, t h a t  o f  a l l  t h e
c a u se s  to  w h ic h  t h e  h ig h  c o s t  o f  l i v i n g  i s  t o  be  a t t r i b u t e d ,  t h e
c h i e f  c a u s e  i s  t h a t  th e  f a r m e r  h a s  f a i l e d  t o  a p p ly  new b u s i n e s s
m ethods b o th  t o  p r o d u c t io n  and d i s t r i b u t i o n  and t h a t  he l e a v e s
d i s t r i b u t i o n  i n  t h e  h an ds  o f  m u l t i t u d i n o u s  m id d le  men, u n n e c e s s a r i l y
c o s t l y ,  an d  o f t e n  t h e  m idd le  i n t e r e s t s  v i c t i m i z e  b o th  th e  p r o d u c e r
and th e  consum er. * *  * *§£# whole t r o u b l e  i s  t h a t  t h e  f a r m e r s
d o n t work t o g e t h e r ;  th e y  w a s te  e n e r g y .  * * ’►The g r e a t  change t h a t
th e  f a r m e r s  have  g o t  t o  make i n  t h e i r  b u s i n e s s  m ethods i s  s im p ly
t h i s :  t h e y  h av e  g o t  t o  i n t r o d u c e  m ethods o f  c o m b in a t io n  i n  t h e i r
b u s i n e s s  and  work t o g e t h e r . "  ^
The d i f f e r e n c e  be tw een  th e  scope  o f  th e  a g r i c u l t u r a l
1 .  C f . C o u l t e r ;  C o - o p e r a t io n  Among F a r m e r ,  p .  13 .
2* C f .  Q u o ta t io n s  from  H orace  P l u n k e t t ,  Sen Doc. H o .3 3 4 , 63d Cong.
2 S e s s .  p . 10 .
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i n d u s t r y  i n  t h i s  c o u n t r y  and i n  Europe h as  b e e n  p o i n t e d  ou t by 
Mr.Lindsay."*" I n  A m erica , th e  f a n n e r  p ro d u c e s  c ro p s  — t h a t  i s  
a l l .  JHe s t o p s  w i th  p r o d u c t i o n .  Someone e l s e  p r e p a r e s  t h e  
c ro p s  f o r  m ark e t  and m a ik e ts  them . I n  Europe t h e  f a r m e r s  p ro d u c e  
th e  c r o p s ,  t h e n  by  c o - o p e r a t i o n  th e y  p r e p a r e  t h e i r  c ro p s  f o r  
m a rk e t ,  m arke t th em , and a l s o  f i n a n c e  t h e  w hole  o p e r a t i o n .  " I n  
t h i s  c o u n t r y  a g r i c u l t u r e  s t a n d s  on one f o o t ;  i n  E u ro p e ,  on f o u r , "  
Some sy s te m  o f  c o - o p e r a t i o n  i n  t h e  U n i te d  S t a t e s  i s  n e e d e d  w hereby 
th e  fa rm e rs  c a n  upon t h e i r  own f i n a n c i n g  p ro d u c e  t h e i r  c r o p s ,  
p r e p a r e  them  f o r  m a r k e t ,  s t o r e  them i f  n e c e s s a r y ,  and f i n a l l y  
m ark e t  them . "The f a c t  i s , ” s a i d  Mr. B u s s e l l ,  e m p h a s iz in g  t h e  
above p o i n t ,  " th e  fa rm e rs  have  a l lo w e d  t h e  c o n t r o l  o f  t h e i r  
i n d u s t r y  t o  s l i p  out o f  t h e i r  h a n d s ,  and  th e y  a r e  sq u e ez ed  b e c a u se  
th e  o r g a n iz e d  i n d u s t r y  a lw ays u n lo a d s  i t s  b u rd e n  on t h e  u n o r g a n iz e d .  
I f  f a r m e r s  a re  t o  r e t a i n  a  s u r p l u s  o f  w e a l t h  beyond t h e  b a re  
n e c e s s i t i e s  o f  l i f e ,  i f  t h e y  a r e  e v e r  t  o s e e  in  t h e  r u r a l  d i s t r i c t s  
any  o f  th e  c o m fo r ts  and  l u x u r i e s  o f  th e  c i t y ,  t h e y  m u st make i t  
t h e i r  s t e a d y ,  p e r s i s t e n t  and fu n d a m e n ta l  p o l i c y  to  work to w a rd s  
c o m p le te  c o n t r o l  o v e r  t h e  m a n u fa c tu re  and s a l e  of a l l  o f  t h e  p r o ­
duce  o f  t l »  c o u n t r y  s i d e ,  i t s  l i v e  s t o c $ ,  i t s  c r o p s ,  i t s  b y - p r o ­
d u c t s ,  and t h e  m a n u f a c tu r in g  b u s i n e s s e s  c o n n e c te d  w i th  t h e s e ,  so  
t h a t  t h e y  c an  a c t  i n  t h e i r  own i n t e r e s t s  th r o u g h  t h e i r  own a g e n t s
i n  d i s t a n t  m a r k e t s ,  and  pu sh  t h e i r  p ro d u ce  w i th  t h e  e n e rg y  o f  s e l f  
©
i n t e r e s t . "
Thus we h ave  t h e  g r e a t  a g r i c u l t u r a l  i n d u s t r y  composed o f  
6 ^ 5 0 0 ,0 0 0  fa rm e r s  i n d e p d n d e n t ly  w orking  p r o d u c in g  c ro p s ,  i n  to o
1 .  S e n a te  Doc. N o .334 , 63 Gong. 2d S e s s . , p .  2 9 .
2 . C o u l t e r ;  C o - o p e ra t io n  Among F a rm e rs ,  p p . 2 2 -2 3 .
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many o a se s  by m ethods f a r  from s c i e n t i f i c ,  t o  be t u r n e d  o r e r  
to  an  army o f  middlemen r e c e i v i n g  a handsome r e m u n e r a t io n  f o r  
t h e i r  s e r v i c e s  i n  c o n v e y in g  t h e  p r o d u o t s t t o  t h e  consum ers .
But t h e  fa rm e rs  a r e  n o t  u t t e r l y  u n m in d fu l  o f  t h e i r  p o s i t i o n .
They have  i n  l a t e r  y e a r s  i n  t h e  U n i te d  S t a t e s  come t o  r e a l i z e  
t h a t  th e y  a r e  th e  v i c t i m s  o f  numerous m iddlem en, r e c e i v i n g  f o r  
t h e i r  p r o d u c t s  o n ly  a  p i t i f u l  p o r t i o n  o f  th e  p r i c e  p a id  by t h e  
c o n su m ers .  They h ave  come t o  r e a l i z e  a t  l a s t  t h a t  th e  sy s te m s  
o f  d i s t r i b u t i n g  farm  c r o p s  a s  w e l l  a s  th e  s a l e  o f  f a r m e r s '  
s u p p l i e s  a r e  s o  h a n d le d  t h a t  th e  i n d i v i d u a l  f a rm e r  who a c t s  a lo n e  
p a y s  t h e  h i g h e s t  p r i c e  fo r  what he p u rc h a s e s  and r e c e i v e s  th e  
lo w e s t  p r i c e  f o r  what h e  s e l l s .  While t h e  d i s t r i b u t i n g  a g e n c i e s ,  
t h e  r a i l r o a d s ,  t h e  m iddlem en, and th e  r e t a i l e r s ,  o n  t h e  o t h e r  h an d , 
r e c e i v e  a  maximum r e t u r n  on  t h e i r  l a b o t  and c a p i t a l ,  o r  a t  l e a s t  
have  so  o r g a n iz e d  t h e  d i s t r i b u t i n g  sy s tem  t h a t  th e  p r o d u c e r  i s  
p r e v e n te d  from  s h a r i n g  in  t h e  g e n e r a l  p r o s p e r i t y  to  th e  e x t e n t  
t o  w hich  he  f e e l s  h e  i s  e n t i t l e d .
C o - o p e ra t io n  t h e n  h a s  been  u n d e r ta k e n  i n  a g r i c u l t u r e  u n d e r  
many d i f f e r e n t  p h a se s  and  i n  many l o c a l i t i e s .
B e fo re  t a k i n g  u p  a  d i s c u s s i o n  ’o f  some o f  t h e  more im p o r ta n t  
f i e l d s  o f  a g r i c u l t u r a l  c o - o p e r a t i o n  a  few o f  t h e  r e c o g n iz e d  
fu n d a m e n ta ls  w i l l  be b r i e f l y  m en tio n ed .
Under t h e  p r e s e n t  economic c o n d i t i o n s  i n  A m erica , i t  i s  
fu n d a m e n ta l  t h a t  i f  an  a g r i c u l t u r a l  c o - o p e r a t i v e  s o c i e t y  i s  t o  
a c h ie v e  s t r e n g t h  i t  m ust be  founded  on  some s p e c i a l  i n d u s t r y  a s  
f o r  ex am ple , b u t t e r ,  m i l k ,  e g g s ,  c o t t o n ,  a p p l e s ,  c i t r u s - f r u i t s ,  
t o b a c c o ,  e t c .  Farm ers  who p ro d u c e  g e n e r a l  fa rm  c ro p s  f o r  which
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t h e r e  i s  a  s t e a d y  demand and a n  open m arke t have n o t  a lw ay s  a  
canmon m o tiv e  f o r  u n i t i n g .  H e r e t o f o r e  i t  h a s  been t h e  a lm o s t  
u n i f o r m  e x p e r i e n c e  t h a t  o r g a n i z a t i o n s  composed o f  f a rm e r s  
p ro d u c in g  g e n e r a l  c ro p s  r e s u l t  i n  d i s r u p t i o n .
On t h e  o th e r  h a n d ,  th e  s p e c i a l  i n d u s t r i e s  s u c h  as t h o s e  
m en tio n ed  ab o v e  have to  meet s p e o i a l  p ro b lem s o f  p r o d u c t i o n ,  o f  
c rop  h a n d l i n g  and m a rk e t in g .  I n  such an  i n d u s t r y  t h e  r i s k  i s  
g r e a t e r ,  t h e  s t a k e s  l a r g e r ,  and th e  i n t e r e s t s  a r e  f o r  f a r m e r s  o f  
some a b i l i t y  and i n c l i n a t i o n  tow ard  s p e c i a l i z a t i o n .  F a rm ers  
i n  su c h  an i n d u s t r y  have  a  canmon p u rp o se  and a r e  more f i t t e d  
and a n x io u s  t o  meet i t .  I n  an  o ra n g e  grow ing  s e c t i o n  t h e  g ro w ers  
a r e  i n t e r e s t e d  i n  s t a n d a r d i z a t i o n  o f  g r a d e s ,  i n  a  c e n t r a l  p a c k in g  
h ouse  o r  a  s t o r a g e  p l a n t ,  i n  th e  p u rc h a s e  o f  s u p p l i e s  f o r  
s p r a y i n g ,  p r u n in g ,  f o r  th e  p i c k i n g  and h a n d l in g  o f  f r u i t  o r  f o r  
o th e r  p u r p o s e s .  I n  a  d a i r y i n g  s e c t i o n ,  th e  fa rm e rs  a r e  i n t e r e s t e d  
i n  th e  t e s t i n g  o f  cows, i n  th e  m a n u fa c tu re  o f  b u t t e r  and c h e e s e ,  
i n  t h e  s a l e  o f  m i lk ,  and  in  t h e  p u r c h a s e  of f e e d .
I t  i s  fu n d am e n ta l  a l s o  t h a t  th e  u n i t  o f  th e  c o - o p e r a t i v e  
a g r i c u l t u r a l  s o c i e t y  sh o u ld  b e  c o n f in e d  t o  a  c o m p a r a t iv e ly  s m a l l  
a r e a .  I t  i s  e s s e n t i a l  t h a t  th e  numbers be a c q u a in t e d  w i th  each 
o t h e r ,  t h a t  t h e i r  a im s and m o tiv e s  be  s i m i l a r  and  t h a t  t h e y  grow 
a  s i m i l a r  q u a l i t y  o f  p r o d u c t s ,  i f  t h e  p r o d u c t s  v a ry  g r e a t l y  in  
q u a l i t y  b e c a u s e  o f  d i f f e r e n c e s  o f  s o i l  o r  c l i m a t e ,  t h e  g r a d e s  
w i l l  n o t  be  u n i fo r m  and  t h e  g ro w e rs  c a n n o t  e a s i l y  be h e ld  t o g e t h e r  
i n  a  common s o c i e t y .  The m em bership  o f  th e  s o c i e t y  sh o u ld  be 
- s t a b l e , .  A community i n  which t h e  f a r m e d  a r e  f r e q u e n t l y  c h a n g in g  
h a n d s  w i l l  have  d i f f i c u l t y  i n  a t t a i n i n g  th e  b e s t  r e s u l t s .  I t  i s
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d e s i r a b l e  f ro m  ev ery  p h a se  o f  c o n s i d e r a t i o n  t h a t  each  l o c a l i t y  
and e a c h  i n d i v i d u a l  sh o u ld  r e t a i n  i t s  i n d i v i d u a l i t y ,  t h a t  l o c a l  
p r i c e  and a m b i t io n  be  n o t  s t i f f l e d  by a n  a d m ix tu re  o f  o t h e r  oom- 
m u h i t i e s  and  t h a t  i t  s t r i v e  t o  b u i l d  up f o r  i t s e l f  and  i t s  
p ro d u c t  a  r e p u t a t i o n .
A n o th e r  e s s e n t i a l  t o  a  f i r m  and v ig o ro u s  r u r a l  c o - o p e r a ­
t i v e  o r g a n i z a t i o n  i s  t h a t  i t  be b u i l t  u p  a s  th e  r e s u l t  o f  
n e c e s s i t y .  The r e a s o n  f o r  i t s  e x i s t e n c e  must be  some v i t a l  
s e r v i c e  w hich  i t  i s  e x p e c te d  to  p e r fo r m .  T h is  e s s e n t i a l  can 
s c a r c e l y  be s t a t e d  to o  s t r o n g l y .  The new o r g a n i z a t i o n ,  p a r t i c u l a r l y  
i f  i t  be i t s  p u rp o se  t o  m arket p r o d u c t s  a t  b e t t e r  p r i c e s ,  i s  s i r e  
t o  be a t t a c k e d  by f i e r c e  c o m p e t i t i r s .  Many w i l l  e n t e r  i t s  f i e l d  
s e e k in g  t o  d e s t r o y  i t .  I n s i d i o u s  s u s p i c i o n s  and u n fo u n d ed  r e p o r t s  
a r e  a p t  t o  be c i r c u l a t e d  by e n e m ie s ,  r a i l r o a d s  by q u i e t  d i s c r i m i n a ­
t i o n  a re  a p t  t o  se e k  to  d e s t r o y  i t .  I f  th e  new a s s o c i a t i o n  i s  
a b le  to  s u r v i v e  t h e  s to rm  i t  must be fo u n d ed  on a  ro c k  w i th  a  
v i t a l  s e r v i c e  t o  p e rfo rm  and must p o s s e s s  t h e  a b s o l u t e  h o y a l t y  o f  
i t s  m em bers.
A d i s t i n c t i o n  was made i n  P a r t  I  o f  t h i s  p a p e r  be tw een  a 
j o i n t - s t o c k  company and a  p u r e l y  c o - o p e r a t i v e  a s s o c i a t i o n .  I t  i s  
e s s e n t i a l  t h a t  an  a g r i c u l t u r a l  c o - o p e r a t i v e  s o c i e t y  be  r e a l l y  
c o - o p e r a t i v e .  T his  does n o t  mean, h o w ev er ,  t h a t  i t  i s  a b s o l u t e l y  
e s s e n t i a l  f o r  th e  s o c i e t y  t o  be fo u n d ed  on a  n o n - p r o f i t  b a s i s .
As h a s  a l r e a d y  been  s t a t e d  th e  law s o f  many s t a t e s  do n o t  p r o v id e  
f o r  th e  o r g a n i z a t i o n  o f  such s o c i e t i e s  on a  n o n - p r o f i t  b a s i s .  I n  
su c h  c a s e s  i t  i s  n e c e s s a r y  t h a t  t h e  a s s o c i a t i o n  s u b s c r i b e  a  c a p i t a l  
s t o c k  and  become i n c o r p o r a t e d  u n d e r  t h e  s t a t e  l a w s .  But i f  t h e
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i n c o r p o r a t e d  s o c i e t y  a p o r t i o n s  i t s  e a r n in g s  to i t s  members e i t h e r  
on a  b a s i s  o f  amount o f  goods h a n d le d  by  th e  a s s o c i a t i o n ,  s u p p l i e s  
p u r c h a s e d ,  e tc#  o r  i n  p r o p o r t i o n  t o  th e  amount o f  s h a r e s  p o s s e s s e d  
i t  can  r i g h t l y  be c a l l e d  c o - o p e r a t i v e  p ro v id e d  i n  t h e  l a t t e r  t h s e  
t h a t  th e  m em bersh ip  i s  n o t  e x c l u s i v e .
The m em bership  o f  an  a g r i c u l t u r a l  o r g a n i z a t i o n  s h o u ld  be  
composed e x c l u s i v e l y  o f  f a n ® r s  who have a  conman m o tiv e  a n d  who 
a r e  a c q u a in t e d  w i th  each  o th e r .  I f  th e  a s s o c i a t i o n s  i n c l u d e s  i n  
i t s  m em bership  m erffliants o r  o t h e r  b u s i n e s s  men o f  a  n e ig h b o r in g
tow n, i t  i s  i n  d a n g e r  o f  l o s i n g  i t s  c o - o p e r a t i v e  f e a t u r e s .  However,
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i f  the  c o n t r o l  o f  t h e  soc l e t y  i s  c a r e f u l l y  k e p t  i n  t h e  hands o f  1he 
f a r m e rs  i t  may be s u c c e s s f u l l y  h a n d le d  ev en  th o u g h  a  l i m i t e d  number 
o f  b u s i n e s s  men n o t  d i r e c t l y  i n t e r e s t e d  in  fa rm in g  a r e  in c lu d e d  
i n  the m em bersh ip . I n  a  s to c k  c o r p o r a t i o n  i n  c a s e  a f  member w ish e s  
t o  s e l l  h i s  s to o k ,  i t  s h o u ld  be w i t h i n  th e  pow er o f t h e  a s s o c i a t i o n  
t o  h av e  some say  a s  t o  who th e  bu yer m ig h t  b e .  F r e q u e n t l y  i t  i s  
s t i p u l a t e d  i n  t h e  b y - la w s  o f  th e  a s s o c i a t i o n s  t h a t  members w is h in g  
t o  s e l l  t h e i r  s t o c k  must f i r s t  o f f e r  i t  to t h e  a s s o c i a t i o n .
The v o t in g  power sh o u ld  as f a r  a s  p o s s i b l e  be b a se d  on t h e  
o n e -m a n -o n e -v o te  p r i n c i p l e ,  f o r  th e  a s s o c i a t i o n  m ust be one o f 
i n d i v i d u a l s  and  n o t  o f  c a p i t a l s .  I n  some c a s e s ,  how ever, when 
t h e r e  i s  c o n s i d e r a b l e  d i f f e r e n c e  i n  t h e  amount o f  p a t r o n a g e  o f  t h e  
v a r io u s  m em bers, i t  i s  n e c e s s a r y  t o  a p o r t i o n  th e  v o t in g  pow er 
a c c o r d i n g l y .  At any r a t e  t h e  d e m o c ra t ic  p r i n c i p l e  o f  th e  a s s o c i a t i o n  
must be c a r e f u l l y  g u a rd e d .  I n  c o - o p e r a t i v e  a g r i c u l t u r a l  s o c i e t i e s  
a s  i n  c o - o p e r a t i v e  s t o r e s  m a n a g e r ia l  a b i l i t y  and l o y a l t y  t o  th e  
o r g a n i z a t i o n  a re  o f  param ount im p o r ta n c e .  1
1 .  C f .  P o w e l l ,  S.H. , ;  C o - o p e ra t i  on i n  A g r i c u l t u r e ,  C h a p . I I .  The 
above s e v e c a l  p a r a g r a p h s  a r e  b a sed  on t h i s  c h a p t e r .
Mr. B .H .H ib b a rd , w r i t i n g  in  the  C hicago H a iry  P ro d u c e ,  
r e f e r r e d  to  e a r l i e r  in  t h i s  p a p e r ,  e n u m e ra te s  and d i s c u s s e s  
th e  fo l lo w in g  e s s e n t i a l s  o f  a g r i c u l t u r a l  c o - o p e r a t i v e  s o c i e t i e s .  
Here th e y  w i l l  b e  s im p ly  m en tion ed  as  f o l l o w s :  (1) C o - o p e ra t iv e  
a g r i c u l t u r a l  s o c i e t i e s  s h o u ld  a v o id  b u s i n e s s  s p e c u l a t i o n ,  a s ,  
f o r  ex am ple , s p c o l l a t i o n s  i n  g r a i n ,  e t c .  (2) A s p i r i t  o f  homo­
g e n e i t y  and c o - o p e r a t i o n  must p r e v a i l .  (3 ) L o y a l ty  t o  th e  
a s s o c i a t i o n  a t  a l l  t im e s  i s  a b s o l u t e l y  n e c e s s a r y .  T h is  means 
t h a t  t h e  member m ust n o t  y i e l d  t o  te m p o ra ry  in d u c e m e n ts  from  o t h e r  
s o u r c e s .  (4) The o o - o g e r a t i v e  s o c i e t y  sh o u ld  a s  f a r  a s  p o s s i b l e  
c o n f in e  i t s  mem bership t o  a c t u a l  f a r m e r s .  (5 )  The s o c i e t y  must b e  
d e m o c r a t i c .  E i t h e r  t h e  one-m an-dm e-vo te  sy s te m  o f  v o t i n g  shouM 
be a d o p te d  o r t h e  v o t in g  power s h o u ld  be a p p o r t i o n e d  a c c o r d in g  
t o  t h e  m em bers1 i n t e r e s t  a s , f a r  i n s t a n c e ,  i n  a  d a i r y  s o c i e t y ,  1 
v o te  t o  1 cow, o r  i n  a  fa rm in g  s o c i e t y ,  1 v o t e  t o  1 a c r e .
( 6 ) .  The a s s o c i a t i o n  sh o u ld  have  a u t h o r i t y  t o  p e a a l i z e  members 
f o r  f a i l u r e  t o  p a t r o n i z e  th e  s o c i e t y ,  a s  f o r  i n s t a n c e ,  t h e  en ­
fo rc e m e n t  o f  a  w r i t t e n  ag reem en t to f o r f e i t  m em bersh ip  f o r  such 
a  d i s l o y a l t y .  ( 7 ) .  The a s s o c i a t i o n  sh o u ld  have pow er to  d e te rm in e  
t o  whom s h a r e s  mya be  s o l d .  This power i s  n e c e s s a r y  i n  o rd er  
t h a t  u n d e s i r a b l e s  may be  k e p t  o u t .  ( 8 ) .  The a s s o c i a t i o n ,  a s  f o r  
i n s t a n c e  a  c re a m e ry ,  e t c . ,  must have  a  good m an ag er .  And he  
must be the  m an ag er .  I t  i s  r i g h t  t h a t  he r e c e i v e  s u g g e s t i o n s  
from members b u t  above a l l ,  h i s  judgment and a u t h o r i t y  must be 
r e s p e c t e d .  ( 9 ) .  E a rn in g s  s h o u ld  b e  d i s t r i b u t e d  on d e m o c ra t ic  p r i n e  
c i p l e s .  ( 1 0 ) .  S u f f i c i e n t  c a p i t a l i z a t i o n  must be h a d .  Can be s e c u r e d  
~5y payment o f  o n ly  a  p a r t  t o  b e in g  w i t h  and b a la n c e  t o  be  o b ta in e d
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by h o ld in g  h ack  e a r n i n g s .  ( 1 1 ) .  An a d eq u a te  s y s te m  of a c ­
c o u n t in g  must be em ployed . For ex am p le , i f  a  new m achine was 
i n s t a l l e d ,  th e  c o s t  o f  t h e  machine and i n s t a l l a t i o n  s h o u ld  n o t  
be made up  by r e t a i n i n g  a l l  e a r n i n g s  f o r  any one p e r i o d .  To do 
so  would p l a c e  an e x t r a  heavy  b u rd en  upon t h e  number who a t  j u s t  
t h a t  t im e  was m i lk in g  many cow s, o r  whose f r u i t  y i e l d  was 
p a r t i c u l a r l y  h e av y , e t c .  ( 1 2 ) .  F i n a l l y ,  c o - o p e r a t i v e  a g r i c u l t u r a l  
s o c i e t i e s  s h o u ld  f e d e r a t e .  A number o f  l o c a l  s o c i e t i e s  s h o u ld  u n i t e  
t o  fo rm  a  u n io n  or f e d e r a t i o n  fo r  th e  f u r t h e r a n c e  o f  t h e i r  common 
i n t e r e s t s .
C o - o p e ra t iv e  A g r i c u l t u r a l  S o c i e t i e s  a r e  o f  amhy fo rm s . To 
c l a s s i f y  t h e s e  v a r io u s  fo rm s, th e  w r i t e r  h a s  t a k e n  th e  same
c l a s s i f i c a t i o n  u se d  by  Mr. Fay f o r  t h e  f i r s t  t h r e e  d i v i s i o n s  w i th
\
s l i g h t  r e - a r r a n g e m e n t , and add ed  t h e  f o u r t h  d i v i s i o n .  These d i v i s i o n s  
and t h e  o r d e r  i n  w h ic h  we s h a l l  c o n s i d e r  them a r e :
A. P roduo-tive  S o c i e t i e s .
B. S a le  S o c i e t i e s .
C. S upp ly  S o c i e t i e s .
D. M is c e l la n e o u s  S o c i e t i e s .
I t  m ust be s t a t e d  a t  t h e - o u t s e t ,  how ev er ,  t h a t  t h e s e  v a r io u s  
d i v i s i o n s  w i l l  o v e r la p  and must be  t r e a t e d  t o g e t h e r  to  c o n s i d e r a b le  
e x t e n t ,  a s  f o r  i n s t a n c e ,  a  c o - o p e r a t i v e  c re am e ry — a  p r o d u c t i v e  
s o c i e t y ,  h a v in g  a l s o  an egg  s e l l i n g  d e p a r tm e n t  — a  s a l e  s o c i e t y .
By a  p r o d u c t i v e  s o c i e t y  i n  t h i s  d i v i s i o n  we mean one t h e  
f u n c t i o n  o f  w hich i s  to  t a k e  san e  a g r i c u l t u r a l  p r o d u c t  n o t  y e t
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r e a d y  f o r  m a rk e t ,  t r a n s f o r m  i t ,  p r e p a r e  i t  f o r  m a rk e t ,  and f i n a l l y
A. P r o -  m arke t i t ,
d u c t i v e
S o o i e t i e s .  The c o - o p e r a t i v e  c ream ery  i s  u n d o u b te d ly  th e
b e s t  exam ple o f  t h e  p r o d u t iv e  s o c i e t y ,  bu t o t h e r s  
o f  n o t  m inor im p o r tan c e  a r e  th e  c o - o p e r a t i v e  c h e e se  f a c t o r i e s ,  
o o - o p e s a t i v e  b a c o n -o u r in g  s o c i e t i e s  and c o - o p e r a t i v e  v i n t r i e s .
The l a t t e r  tw o , s c a r c e l y  known in  t h i s  c o u n t r y ,  a r e  q u i t e  w e l l  
e s t a b l i s h e d  i n  th e  l e a d in g  E uropean  c o u n t r i e s .
A cco rd in g  t o  P r o f e s s o r  C a r v e r ,1 t h e r e  were f t r  t h e  U n i te d  
S t a t e s  i n  1913 a  t o t a l  o f  2 ,1 6 5  c o - o p e r a t i v e  c r e a m e r ie s .  A few 
o f  t h e  s t a t e s  w i th  t h e i r  c o r r e s p o n d in g  number o f  c r e a m e r ie s  a r e  
h e r e  g i v e n :  M inn eso ta  h e ad s  t h e  l i s t  w i th  6S2, W is c o n s in  fo l lo w s
w i t h  355, t h e n  in  o r d e r  f o l lo w ,  Iowa w i th  3 0 8 ,  Hew Y ork  w i th  1 2 0 , 
M ich igan  w i th  10 5 , P e n n s u lv a n ia  w i t h  99 , In d ia n a  w i th 6 7 ,  I l l i n o i s  
w i t h  6 6 ,  Vermont w i th  5 9 , and S ou th  D ako ta  w i th  4 6 ,  A cco rd ing  to  
t h i s  l i s t  Montana had  9, More have  r e c e n t l y  been  e s t a b l i s h e d ,  
how ever.
A cco rd in g  t o  t h i s  same r e p o r t  t h e r e  w ere  i n  1913 a  t o t a l  
o f  336 o o - o p e r a t iv e  c h e e se  f a c t o r i e s  i n  t h e  U n i te d  S t a t e s .  Wis­
c o n s i n  h e a d in g  t h e  l i s t  w i th  247 , Hew York f o l lo w s  w i t h  34, th e n  
M in n e so ta  w i t h  1 5 , P e n n s y lv a n ia  w i th  1 3 , U ta h  w i t h  6 ,  Michigan; 
w i t h  4 ,  C a l i f o r n i a  and  W ash ing ton  w i th  3 ,  I l l i n o i s ,  M is s o u r i ,
Ohio and Oregon each  w i t h  2 ,  and I n d i a n a ,  S ou th  D ako ta  and Vermont 
w i th  1 each .
I n  Denmark, a  c o u n t r y  l / l O  th e  s i z e  of th e  S t a t e  o f  T exas ,
t h e r e  w ere  in  1909 1 ,1 5 7  c o - o p e r a t i v e  d a i r i e s  r e p r e s e n t i n g  1 5 9 ,0 0 0
m eabers  p o s s e s s i n g  1 ,0 5 9 ,9 5 6  cows. T here  were i n  1909 i n  Denmark
1 . C a rv e r ,  T .H . , ;  O r g a n iz a t io n  o f  K u ra l  I n t e r e s t s ,  1913 Y ear Book, 
D epartm ent o f  A g r i c u l t u r e ,  p .  24 5 .
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34 c o - o p e r a t i v e  b a c o n -o u r in g  s o c i e t i e s  o r  s l a u g h t e r  h o u s e s ,  
r e p r e s e n t i n g  a  membership o f  9 5 ,0 0 0  and a  s l a u g h t e r i n g  i n  1909 
o f  1 ,4 6 6 ,8 0 0  hogs.'*’
I n  I r e l a n d ,  i n  1 9 0 6 , t h e r e  w ere  370 c o - o p e r a t i v e  d a i r i e s  
r e p r e s e n t i n g  4 5 ,2 0 1  members and a  t u r n o v e r  o f  £  .1 ,5 0 7 ,0 4 0 ;  29 
p o u l t r y  s o c i e t i e s  w i th  458 members and a  t u r n o v e r  o f  £  7 3 ,1 7 5 ;  
and 2 c o - o p e r a t i v e  b a c o n  s o c i e t i e s  w ith  a  membership o f  3 ,5 0 0 .^
I n  B elgium  t h e r e  were i n  1 905 , 496 c o - o p e r a t i v e  c re a m e r­
i e s .®  I n  Germany i n  1906 t h e r e  were 2 ,8 2 6  c o - o p e r a t i v e  d a i r i e s  
w i th  2 1 8 ,9 9 9  m em bers, a n d  159 c o - o p e r a t i v e  v in fc r ie s  w i th  33 ,8 86  
m em bers.4
C o n cern in g  th e  c o - o p e r a t i v e  d a t i i e s  i n  t h e  v a r i o u s  coun­
t r i e s  th e  f o l lo w in g  f i g u r e s  a re  g iv e n  by Fay show ing t h e  a v e ra g e  
mem bership and  a v e r a g e  number o f  cows p e r  member t o  e a c h  d a i r y  
f o r  t h e  v a r i o u s  c o u n t r i e s : ^
C o u n try  A v e r . Membership A verage  No.Cows
p e r  member.
Denmark 150 7
I r e l a n d  159 7
Belgium  108 24
I t a l y  80
F ra n c e  540 238
Germany 97 -----
I t  i s  n o t  p o s s i b l e  i n  t h i s  pap e r  t o  e n t e r  i n t o  t h e  
d e t a i l s  o f  th e  c o - o p e r a t i v e  c re am e ry  a s  i t  i s  fo un d  e i t h e r  i n  
t h i s  c o u n t r y  o r  i n  E u ro p e .  S u f f i c e  i t  t o  say  t h a t  t h e  p l a n  o f  
o r g a n i z a t i o n  o f  t h e  c o - o p e r a t i v e  c ream ery  i s  f o r  th e  d a iry m e n ,
1 .  1913 Year Book, I n t e r n a t i o n a l  C o - o p e r a t io n .
2 .  F ay , C . R . ; C o - o p e r a t io n  a t  Home and A broad, p . 104
3. I b i d ,  p . 129.
4 . I b i d ,  p .  92.
5. I b i d ,  p .  158
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Of a  community owning betw een 400 and  500 cows t o  fo rm  an  
a s s o c i a t i o n ,  on c o - o p e r a t i v e  l i n e s  em bodying th e  fu n d a m e n ta ls  
and p r i n c i p l e s  enu m era ted  above and q u o te d  from  Mr. H i b b a r d 's  
a r t i c l e  i n  t h e  "Chicago H a iry  P ro d u c e " .  Having o r g a n i 2 ed  
a n  asa> c i a t i o n  a  f a c t o r y  o r  cream ery  i s  b u i l t  i n  w h ic h  t h e  c ream  
o f  t h e  members i s  a sse m b le d  u n d e r  r u l e s  and  r e g u l a t i o n s  e s t a b l i s h e d  
by t h e  a s s o c i a t i o n ,  made i n t o  b u t t e r  and p r e p a r e d  f o r  sh ip m e n t .
I n  th e  l a r g e r  d a i r y i n g  s e c t i o n s ,  a s  f o r  exam ple , i n  M in n e so ta  
and Benmark, a  num ber o f  l o c a l  a s s o c i a t i o n s  u n i t e  and  fo rm  a  
d i s t r i c t  a s s o c i a t i o n  and s e v e r a l  d i s t r i c t  a s s o c i a t i o n s  o r g a n iz e  
to  form a  c e n t r a l  exchan ge . The p u rp o se  o f  th e  d i s t r i c t  a s s o c ­
i a t i o n  i s  to  lo o k  a f t e r  l o c a l  q u e s t i o n s  common to  a l l  and t o  
p ro v id e  m arke t f a c i l i t i e s .  The f u n c t i o n  o f  t h e  c e n t r a l  e x c h a ig e  
i s  t o  a c t  a s  b r o k e r s  f o r  th e  d i s t r i c t  a s s o c i a t i o n s ,  o p e r a t i n g  a t  
a c t u a l  c o s t  i n  f u r n i s h i n g  m arket f a c i l i t i e s  and h a n d l i n g  q u e s t i o n s  
o f  g e n e r a l  p o l i c y .
R e g a rd in g  t h e  h ig h  developm ent o f a g r i c u l t u r a l  s o c i e t i e s  
i n  Benmark and  e s p e c i a l l y  th e  c o - o p e r a t i v e  c r e a m e r ie s  i t  may be 
s a i d  b r i e f l y  t h a t  a g r i c u l t u r e  i a  Benmark*s one i n d u s t r y ,  d e p e n d e n t  
upon t h i s  i n d u s t r y  f a rm e rs  w i th  th e  a i d  o f  the  go vernm en t have 
made t h e  most o f  i t .  I t  can  l i k e l y  be s a i d  i n  a l l  s a f e t y  t h a t  
i n  no c o u n t r y  i n  th e  w o r ld  i s  a g r i c u l t u r e  s o  e l e v a t e d  t o  a  
s c i e n c e  a s  i t  i s  i n  Benmark. A c o u n try  no t one t e n t h  th e  s i z e  
o f  Texas b u t  h a v in g  29 A g r i c u l t u r a l  High S c h o o ls  vfoere t h e  
y o u t h  o f  t h a t  l a n d  a sse m b le  t o  become e x p e r t  i n  t h e i r  f a t h e r ’ s 
i n d u s t r y .  E very  v i l l a g e  has  i t s  c o - o p e r a t i v e  c re a m e ry ,  e v e ry  
c r o s s  r o a d  i t s  c o - o p e r a t i v e  s t o r e  o r  c o - o p e r a t i v e  u s e r s '  a s s o c ­
i a t i o n  a s  i t  i s  c a l l e d  b y  t h e  B anes . I n  Benmark t h e r e  a r e  a t
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l e a s t  n i n e  s e l l i n g  f e d e r a t i o n s  t h a t  r e p r e s e n t  t h e  d a i r y  
a s s o c i a t i o n s  i n  th e  s a l e  o f  t h e i r  p ro d u c ts *
For i n f o r m a t i o n  r e g a r d i n g  c o - o p e r a t i o n  i n  Denmark th e  
w r i t e r  i s  g r e a t l y  in d e b te d  to  P r e s i d e n t  C .M .Batch o f  t h e  H e lena  
M e rc h a n ts '  A s s o c i a t i o n .  I n  a  r e c e n t  c o n fe r e n c e  w i th  Mr. B a tc h ,  
who had  j u s t  r e t u r n e d  to  H e lena  from a  v i s i t  t o  h i s  n a t i v e  
c o u n t r y  a f t e r  a n  ab sen c e  o f  17 y e a r s ,  th e  w r i t e r  was t o l d  
t h a t  u n d o u b te d ly  th e  c a u s e  o f  D enm ark 's  suprem acy i n  d a i r y  
f a rm in g  i s  du e  t o  h e r  p ro fo u n d  e m p h a s is  on t h i s  i n d u s t r y ,  w hich  
i n  t u r n  i s  e x p l a in e d  by th e  v e ry  n e c e s s i t y  o f  such  e m p h a s is .
I t  was s t a t e d  b y  Mr. B atch  t h a t  when he l e f t  Denmark 17 y e a r s  
a g o ,  e v e r y  one was o f  t h e  o p in io n  t h a t  th e  l a n d  and fa rm s  had  
th e n  a p p ro a c h e d  t h e i r  maximum p r o d u c t i v i t y .  But a s t o n i s h i n g
a s  i t  i s ,  s a y s  M rs. B a tc h ,  t h e  la n d s  a re  now p r o d u c in g  t h r e e -
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f o l d  t h e i r  fo rm e r  p r o d u c t i o n .  B urdened  w i t h  h e av y  d e b t s  due 
to  h ig h  t a x e s  from  s t p p o r t i n g  a  c o u r t ,  and a n  a  imp: and  a d e u q a te  
s c h o o l s ,  t h e  f a rm e rs  were d r i v e n  t o  c o - o p e r a t e .  How th e  
f a rm e rs  o f  Denmark im p o r t  c o rn  and  c o t t o n - c a k e  from  t h e  U n i te d  
S t a t e s  t o  f e e d  t o  t h e i r  h o g s  and cow s, and to p  t h e  m a rk e ts  of 
London w i th  t h e i r  w orld  femous e g g s  and  b a c o n  and b u t t e r .
Mr. B a tc h  p o i n t e d  o u t  t h a t  i n  Denmark th e  cow i s  a  m ach in e . 
Her c c n su m p tio n  and p r o d u c t i o n  r e c o r d s  a r e  th o r o u g h ly  known,
U n le s s  sh e  r e a c h  a  h ig h  s t a n d a r d  she i s  d i s p o s e d  o f .  By th e  a i d  
o f  i n s p e c t o r s  em ployed b y  t h e  c o - o p e r a t i v e  cow B re e d in g  and 
C o - o p e r a t in g  Cow T e s t i n g  A s s o c i a t i o n s ,  and a l s o  by  t h e  a i d  o f  
i n s p e c t o r s  em ployed by  t h e  governm ent t h e  d a i r y  h e rd s  o f  Denmark
a r e  k e p t  p u re  and s t a n d a r d .
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By b r i e f l y  s t a t i n g  t h a t  t h e  p u rpo se  o f  t h e  c o - o p e r a t i v e  
B a c o n -o u l ln g  s o c i e t i e s  o f  Denmark and o t h e r  c o u n t r i e s  i s  t o  
e l i m i n a t e  t h e  m id d le m a n 's  p r o f i t s  and t o  r e t u r n  t o  t h e  fa rm e rs  
t h e i r  own; and  t h a t  o f  t h e  c o - o p e r a t i v e  v i n t r i e s  famous i n  
A u s t r i a  an d  so u th w e s t  Germany i s  t o  make and  d i s p o s e  o f  
c o - o p e r a t i v e l y  th e  w ine  from g r a p e s ,  we p a s s  on t o  o u r  n e x t  
d i v i s i o n ,
B. S a le  S o c i e t i e s ,
By c o - o p e r a t i v e  s a l e  s o c i e t i e s  i s  m eant t h o s e  c o - o p e r a t i v e  
e f f o r t s  i n  a g r i c u l t u r e  th e  p u rpose  o f  which i s  t o  d i s p o s e  o f  
farm  p r o d u c t s  a l r e a d y  i n  sh ap e  f o r  m a rk e t .  l e a d i n g  among t h e s e  
s o c i e t i e s  a r e  th e  c o - o p e r a t i v e  e g g - s e l l i n g  a s s o c i a t i o n s ,  t h e  
c o - o p e r a t i v e  f r u i t  g ro w e rs  a s s o c i a t i o n s  r e p r e s e n t i n g  A l l  t h e  , 
v a r i o u s  k i n d s  o f  f r u i t ,  t h e  c o - o p e r a t i v e  fa rm  e l e v a t o r s ,  t h e  
c o - o p e r a t i v e  c o t t o n  g r o w e r s '  a n d  c o - o p e r a t i v e  to b a c c o  g ro w e rs  
a s s o c i a t i o n s ,  and o t h e r  o r g a n i s a t i o n s  o f  s i m i l a r  n a t u r e  h a n d l in g  
t h e  v a r io u s  k i n d s  Of fa rm  p ro d u ce  i n  i t s  n a t u r e  r e a d y  f o r  m a r k s t .
The c o - o p e r a t i v e  e g g - s e L l in g  a s s o c i a t i o n s  i n  Denmark 
a re  t h e  most im p o r ta n t  o f  t h e  s a l e  s o c i e t i e s .
C o - o p e ra t iv e
E g g - S e l l i n g  "The D a n ish  F a rm ers  and C o - o p e r a t iv e  Egg E x p o r t
S o c i e t i e s ,
A s s o c i a t i o n  was o r g a n iz e d  in  1895 . I n  1 9 0 9 , i t  
i n c lu d e d  500 egg- c o l l e c t i n g  c i r c l e s ,  a g g r e g a t i n g  4 3 ,0 0 0  members.
The a s s o c i a t i o n  m a rk e ts  p o u l t r y  a s  w e l l  a s  e g g s .  I t s  c e n t r a l  
o f f i c e  i s  i n  Copenhagen. I n  a d d i t i o n ,  t h e r e  a r e  t e n  o th e r  p a c k in g  
p l a n t s .  The members pay an  e n t r y  f e e  o f  t h i r t e e n  and one h a l f  
c e n t s .  The s a l e s  i n  1907 w ere  some 1 0 ,0 0 0 ,0 0 0  pounds o f  eggs
and p o u l t r y  v a lu e d  a t  a b o u t  $1 1 ,0 8 0 ,0 0 0 .  The o b j e c t  o f  t h e
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a s s o c i a t i o n  i s  . t o  d e v e lo p s  th e  b e s t  p o s s i b l e  m arke t  i n  f o r e i g n
c o u n t r i e s  ( th e  l a r g e s t  m arke t b e in g  London) f o r  D an ish  e g g s  by-
g u a r a n t e e in g  t h a t  the  eggs d e l i v e r e d  w i th  t h e  r e g i s t e r e d  t r a d e
mark s t e n c i l e d  on e a c h  egg  a re  a b s o l u t e l y  f r e s h  and  c l e a n  and
by p r o t e c t i n g  th e  g e n e r a l  i n t e r e s t s  o f  th e  D an ish  p o u l t r y  k e e p e r s
by p r e s e r v i n g  eggs and  f a t t e n i n g  and s e l l i n g  t h e  p o u l t r y  o f  t h e
members, p e r m i t t i n g  a  r a t i o n a l  p o u l t r y  m anagem ent."  ^
The A g r i c u l t u r a l  D epartm ent o f  Canada h a s  p rom oted  a
s tu d y  o f  c o - o p e r a t i o n  i n  t h e  m a rk e t in g  o f  e g g s .  Both t h e
Dominion Government and t h e  governm ent o f  Quebec h ave  done much
in  t h i s  l i n e  and a r e  e x p en d in g  much e f f o r t  t o  fo rw a rd  c o - o p e r a t i v e
c o n c e rn s .  A u s t r a l i a  a l s o  h a s  done c o n s i d e r a b l e  in  t h i s
c o n n e c t io n  and had  in  1909 , 21 c o - o p e r a t i v e  eg g  c o l l e c t i n g  an d
o
s e l l i n g  c i r c l e s  c o n s i s t i n g  o f  m o s t l y  s m a l l  f a r m e r s .
\
The p ro b lem  of t h e  m a r k e t in g  o f eggs i s  a n  im p o r ta n t  one
f o r  t h e  reascm  t h a t ,  w i th  t h e  e x c e p t i o n  o f  a  r e l a t i v e l y  few l a r g e
p o u l t r y  f a r m s ,  eggs  a re  r e g a r d e d  a s  a  b y -p r o d u c t  and m a rk e ts *  a r e
n o t h a n d le d  and m ark e ted  w i th  w ith  p ro p  or c a r e  and due d i g n i t y .
Y et i t  was e s t im a te d  by S e c r e t a r y  W ilson  o f  t h e  D epartm ent o f
A g r i c u l t u r e  t h a t  t h e  v a lu e  o f  t h e  p o u l t r y  and  egg p ro d u c e d  on
th e  f a rm s  o f  t h e  U n i te d  S t a t e s  r e a c h e d  i n  1909 th e  enorm ous sum o f
$ 6 0 0 ,0 0 0 ,0 0 0 ,  or th e  e q u i v a l e n t  o f  t h e  v a lu e  o f  th e  hay  o r  o f
3th e  a n n u a l  c ro p  o f  w h e a t .
The egg p ro b lem  i s  s u c h ,  how ever, because  o f  th e  p o o r  
f a c i l i t i e s  and  methods o f  m a rk e t in g  em ployed by  th e  f a r m e r s .  Eggs 
a re  c o l l e c t e d  in  th e  e v e n in g s  u s u a l l y ,  i n  some c a s e s  r e g u l a r l y  
and i n  o t h e r s  a t  i r r e g u l a r  e n t e r v a l s .  S to l e n  n e s t s  o f t e n  accumu-
1 .  P o w e l l ,  G .H .; C o - o p e ra t io n  in  A g r i c u l t u r e ,  p p .  1 7 7 -1 7 8 .
2 .  C f .  N.Y. P rodu ce  Review  and A m erican  Cream ery , v .  2 9 ,# 1 2 ,  J a n .  
12 1 9 1 0 .
3 .*  Y earboo k , U.S. Dept o f  A g r i c u l t u r e ,  1911 .
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u l a t e  a  l a r g e  l a y  w h ic h  f r e q u e n t l y  a r e  f o r  s e v e r a l  days covered.
"by a  b ro o d in g  hen b e fo r e  th e y  a r e  d i s c o v e r e d ,  y e t  so lo n g  a s  
th e  s h e l l s  a r e  sound and t h e  c o n te n t s  does n o t  r a t t l e ,  t o  
m arke t t h e y  w i l l  p r o b a b l y  g o .  A f t e r  t h e  eggs a r e  c o l l e c t e d ,  t h e y  
w i l l  s t i l l  f u r t h e r  be  k e p t  on t h e  farm  u n t i l  t h e  t r i p  to  town, 
r e g u l a r  i n  some c a s e s  b u t  i n  o th e r s  d e p e n d in g  upon t h e  s p a re  
t im e  t h e  fa rm er h a s  a t  h i s  d i s p o s a l  and  t h e  amount o f  b u s in e s s  
he h a s  to  t r a n s a c t .  The eg gs  t h e n  a r e  s o l d  t o  t h e  l o c a l  d e a l e r  
who a s se m b le s  them  w i th  o t h e r s  in  t h e  b a c k  room o f  h i s  s t o r e  o r  
i n  h i s  b a sem e n t  w i th  l i t t l e  r e g a r d  f o r  t e m p e r a tu r e  o r  v e n t i l a t i o n .  
A f te r  s e v e r a l  c a s e s  h a v e  been f i l l e d  t h e y  a r e  ta k e n  t o  t h e  
p l a t f o r m  o f  t h e  d e p o t  where t h e y  w a i t  i n  t h e  h o t  su n  f o r  h o u rs  
f o r  t h e  a r r i v a l  o f  t h e  l o c a l  f r e i g h t  or e x p r e s s .  What s u r p r i s e  
i s  i t  t h e n  t h a t  u n d e r  s u c h  a sy s te m  t h e  f a rm e r  r e a l i z e s  l i t t l e  
f o r  h i s  e g g s .
I n  t h e  U n i te d  S t a t e s  and  a l s o  i n  Denmark t o  some e x te n t  i t  
h a s  been  fo und  to  be a d v i s a b l e  t o  i n s t a l l  f a c i l i t i e s  f o r  th e
h a n d l in g  o f  e g g s  i n  c o n n e c t io n  w ith  t h e  c o - o p e r a t i v e  c r e a m e r i e s .
(
The r e g u l a r  t r i p  t o  t h e  c ream ery  eac h  m orning  a f f o r d s  t h e  fa rm e r  
an e x c e l l e n t  o p p o r t u n i t y  to  b r i n g  i n  h i s  f r e s h  e g g s .  The c ream ery  
on th e  o t h e r  h a n d ,  th u s  r e c e i v i n g  many d o z e n s  o f  eggs i s  in  a  
p o s i t i o n  t o  p r o v id e  ample r e g r i g e r a t o r s  and  t o  m arke t th e  eg g s  
t o  t h e  g r e a t e s t  a d v a n ta g e .
I n  December, i n  1 9 1 1 , Mr. Slocum 1 o f  t h e  Animal H usbandry 
D i v i s i o n  o f  t h e  U n i te d  S t a t e s  D epartm ent o f  A g r i c u l t u r e  found  
t h a t  t h e r e  w ere  14 c r e a m e r ie s  i n  t h e  U n i te d  S t a t e s  h a n d l i n g  eggs 
and t h a t  7 more c o n te m p la te d  th e  im m edia te  i n s t a l l a t i o n  o f  t h e
1 .  C f .  F a rm ers  * B u i. 4 4 5 , U.S. D ep t,  o f  A g r i c u l t u r e .
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n e c e s s a r y  f a c i l i t i e s  f o r  th e  h a n d l in g  o f  e g g s .  A c ream ery  h a v in g  
a  v e ry  s u c c e s s f u l  eg g  d e p a r tm e n t  i s  t o  he found i n  N o r th e rn  
M in n e so ta .  I n  t h e  summer p r e v io u s  to  th e  i n s t a l l a t i o n  o f  th e  
sgg  d e p a r tm e n t  o f  t h e  c re am e ry  t h e r e  were s h ip p e d  from  t h e  v i l l a g e  
on ly  15 c a s e s  o f  e g g s .  I n  1909 u n d e r  t h e  new a r ra n g e m e n t  t h e  
c re am e ry  p a id  o u t  o v e r  $ 4 ,0 0 0  f o r  eggs a l l  o f  w hich  w ere  s h ip p e d  
from t h e  v i l l a g e .  Mr. Slocum found t h a t  135 f a r m e r s  were a v a i l i n g  
th e m s e lv e s  o f  th e  f a c i l i t i e s  o f  t h e  egg d e p a r tm e n t .  I t  was fo u n d  
t h a t  t h e  f a rm e rs  t h u s  s e l l i n g  t h e i r  eggs t h r o u g h  t h e  c re am e ry  were 
r e c e i v i n g  in  December 40 c e n t s  p e r  d o z e n  f o r  t h e i r  eggs w h i l e  th e  
fa rm e rs  o f  n e ig h b o r in g  v i l l a g e s  were s e l l i n g  f o r  25 c e n t s  p e r  
d o zen . B e t t e r  p r i c e s  f o r  eggs thou gh  n o t  o f  t h e  same p r o p o r t i o n  
J u s t  i n d i c a t e d  w ere  r e a l i z e d  a l l  t h r o u g h  t h e  y e a r  by t h e  p a t r o n s  
o f  th e  c re a m e ry .
I t  s h o u ld  be add ed  t h a t  i t  i s  t h e  f u n c t i o n  o f  t h e  c re am e ry  
to  demand t h a t  o n ly  f r e s h  e g g s  be b ro u g h t  i n  and to  g u a r a n te e  them 
to  be so to  t h e  p u r c h a s e r s .  By so  d o in g  a  s p l e n d id  l o c a l  r e  pu t a t  i o n  
i s  b u i l t  up f o r  t h e  c re a m e ry  e g g s .
The v a r i o u s  f r u i t  i n d u s t r i e s  of th e  U n i te d  S t a t e s  have  a l l  
t o  a  g r e a t e r  o r l e s s  e x te n t  a d o p te d  c o - o p e r a t i v e
C o - o p e r a t iv e
F r u i t  G ro w ers ’ m ethod s . T h is  b e s t  ex am p le , how eber, and  t h e  
A s s o c i a t i o n s
on ly  one w h ich  w i l l  be more t h a n  m en tio n ed  i s  
t h e  c o - o p e r a t i v e  o r g a n i z a t i o n  of- th e  C a l i f o r n i a  C i t r u s  F r u i t  G row ers .
The c i t r u s - f r u i t  i n d u s t r y  o f  C a l i f o r n i a  was c o n f r o n te d  w i t h  
t h e  p ro b le m  o f  p l a c i n g  i t s  p r o d u c t s  o n  t h e  m ark e t  o f  t h e  U n i te d  
S t a t e s  t h e  b e s t  o f  w h ic h  a r e  two and t h r e e  th o u s a n d  m ile s  d i s t a n t  
from t h e  p l a c e  o f  p r o d u c t i o n .  Numerous m id d le  men had  t a k e n  
a d v a n ta g e  o f  t h e  o p p o r t u n i t y  and w ere  r e a l i z i n g  t h e  p r o f i t s  o f  
th e  i n d u s t r y  t o  a n  e x t e n t  which t h r e a t e n e d  d e s t r u c t i o n .  I t  was
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n e e d s s a r y  t h a t  th e  pow ers th e m s e lv e s  ta k e  s t e p s  t o  p r o t e c t  and 
d e v e lo p  t h e i r  i n d u s t r y ,  and f o r  such  p u rp o s e s  t h e  f r u i t - g r o w e r s  
a s s o c i a t i o n s  were fo rm ed . "Growers co u ld  n o t  c o n s ig n  t h e i r  p r o ­
d u c t s  t o  d e a l e r s  2 ,0 0 0  m i l e s  o r  more away, th e y  c o u ld  n o t  depend 
on l o c a l  o r  d i s t a n t  b u y e rs  t o  p a y  a  f a i r  p r i c e  f o r  t h e i r  f r u i t ;  
aB i n d i v i d u a l s  t h e y  c o u ld  n o t  d e a l  e f f e c t i v e l y  w i th  th e  r a i l r o a d s  
o r w ith  c o u r t s .  They had  t o  o r g a n iz e  a s  a  m a t t e r  o f  n e c e s s i t y .
I n  no o t h e r  way c o u ld  t h e i r  i n d u s t r y  be  p r o t e c t e d  and  d e v e l o p e d . " 1
The c o s t  o f  d i s t r i b u t i n g  th e  f r u i t  c rop  o f  t h e  U n i te d  S t a t e s  
from t h e  g ro w er t o  t h e  p r o d u c e r  p r e v io u s  t o  t h e  o r g a n i z a t i o n  o f  
th e  i n d u s t r y  was and e v e n  y e t  i s  a b o u t  o n e - h a l f  o f  th e  p r i c e  w h ich  
th e  consum er pays f o r  h i s  p r o d u c t .  T h is  d i s t r i b u t i o n  c o s t  i n c l u d e s  
f r e i g h t ,  and  th e  d i f f e r e n t  s e l l i n g  c h a rg e s  o f  b r o k e r s ,  j o b b e r s ,  
com m ission  m e rc h a n ts ,  r e t a i l  d e a l e r s ,  and v a r i o u s  l o c a l  e x p e n se s ,
The bunglesom e sys tem  o f  d i s t r i b u t i o n  becomes more i m p r e s s iv e  
when one r e a l i z e s  t h a t  in  t h e  v a s t  army o f  m idd le  men, i n c l u d i n g  
com m ission  m e r c h a n t s ,  j o b b e r s ,  l o c a l  and  t r a v e l l i n g  b u y e r s ,  s a le s m e n ,  
g e n e r a l  m e r c h a n ts ,  and  o t h e r s ,  t h e r e  i s  a  g r e a t  d e a l  o f  o v e r la p p in g  
and u n n e c e s s a r y  d i c k e r i n g .  I t  was d i s c o v e r e d  t h a t  i n  many c a s e s  
b r o k e r s  r e p r e s e n t i n g  t h e  g ro w e rs  would p r e t e n d  t o  s e l l  t h e  p r o d u c t  
to  a  jo b b e r  a t  t h e  h i g h e s t  o b t a i n a b l e  p r i c e  b u t  i n  r e a l i t y  s e l l  
them t o  th e m s e lv e s  a t  a  low  p r i c e  t o  be r e s o l d  l a t e r  a t  a  h i g h e r  
p r i c e ;  t h e  d i f f e r e n c e  r e p r e s e n t i n g  th e  b r o k e r s '  p r o f i t .
These c o n d i t i o n s  t o g e t h e r  w i th  in a d e q u a te  means f o r  hand­
l i n g  th e  f r u i t  l e d  t o  t h e  a d o p t io n  o f  c o - o p e r a t i v e  m e th o d s .
The n a t u r e  o f  t h e  o r g a n i z a t i o n  o f  t h e  c i t r u s - f r u i t  i n d u s t r y
1. P o w e l l ,  G.H. I C o - o p e r a t io n  i n  A g r i c u l t u r e ,  p .  19 7 .
75  -
i s  a s  f o l lo w s .  The g ro w e rs  o f  a  c e r t a i n  l o c a l i t y ,  v a l l e y ,  e t c .  
i n  num bers r a n g in g  from  40 to  200 and owning g ro v e s  o f  a n  a v e ra g e  
o f 500 a c r e s ,  u n i t e  u n d e r  t h e  law s o f  C a l i f o r n i a  t o  form a  non­
p r o f i t  a s s o c i a t i o n  a n d  i s s u e  s t o c k  to  members i n  p r o p o r t i o n  t o  
th e  b e a r in g  a c r e a g e ,  t o  th e  number o f  boxes s h ip p e d ,  o r i n  equaL 
amount t o  each  g ro w er . The a s s o c i a t i o n  t h e n  c o n s t r u c t s  a  p a c k ­
in g  h o u se  a lo n g  s i d e  a  r a i l r o a d  w here  t h e  f r u i t  i s  g r a d e d ,  p o o le d ,  
p a c k e d ,  and p r e p a r e d  f o r  sh ip m e n t .  The c o s t  o f t h e s e  o p e r a t i o n s  
i s  p r o - r a t e d  t o  th e  number o f  boxes h a n d le d  f o r  e a c h  g ro w e r .  The 
a s s o c i a t i o n s  a r e  managed by a  b o a rd  o f  d i r e c t o r s  a n d  a n  employed 
m anager, a n d  a r e  c o n d u c ted  s o l e l y  f o r  th e  ben i f  i t  o f  th e  g ro w e rs .
Ho p r o f i t s  a r e  a c c u m u la te d ,  and  no d iv id e n d s  d e c l a r e d .  The f r u i t
\
i s  u s u a l l y  p o o le d  each  m onth , som etim es a t  t h e  end  o f  t h e  s e a s o n ,  
and each  member r e c e i v e s  h i s  p r o p o r t i o n  o f  th e  p r o c e e d s  of th e  
f r u i t  h a n d le d  by t h e  p o o l .  Many a s s o c i a t i o n s  employ e x p e r t s  t o  
p i c k  t h e  f r u i t ,  a n d  i n  such  c a s e s  i n s i s t  upon  t h e  r e g u l a r  p i c k e r s  
d o in g  th e  w ork . Some a s s o c i a t i o n s  ev en  p rune  and  fu m ig a te  t h e  
t r e e s  o f  t h e  members. The f r u i t  o f t h e  l o c a l  a s s o c i a t i o n s  a f t e r  
g r a d in g  th ro u g h  th e  p o o l s  i s  m a rk e te d  i n  c o - o p e r a t i o n  w i th  th e  
d i s t r i c t  e x ch an g e . T here  a r e  115 l o c a l  a s s o c i a t i o n s  in  th e  
C a l i f o r n i a  F r u i t - G r o w e r s  E xchange.
The d i s t r i c t  ex ch an g es  a r e  nom ina l c o r p o r a t i o n s  w i th o u t  
p r o f i t ,  each  l o c a l  r e p r e s e n t e d  h a v in g  one s h a r e  and one r e p r e ­
s e n t a t i v e  on the  b o a rd  o f  d i r e c t o r y .  The f u n c t i o n  o f  t h e  d i s ­
t r i c t  exchange i s  to  a c t  a s  a  c l e a r i n g  house  i n  m a rk e t in g  th e  
f r u i t ,  w o rk in g  i n  c o n n e c t io n  w ith  t h e  a s s o c i a t i o n s  th ro u g h
- 7 6 -
th e  f a o i l i t i e s  p ro v id e d  by t h e  c e n t r a l  e x c h a n g e .  I t  f a l l s  
upon t h e  d i s t r i c t  exchange t o  o r d e r  c a r s  and to  s e e  t h a t  t h e y  
a r e  p la c e d  a t  t h e  p ro p e r  s i d i n g s ,  to  k e e p  a  r e c o r d  o f  a l l  c a r s  
sh ip p e d  by t h e  a s s o c i a t i o n s  and  t h e i r  d e s t i n a t i o n s ,  and  to  ob­
t a i n  th ro u g h  th e  c e n t r a l  exchange  in f o r m a t i o n  r e g a r d i n g  th e  
c i t r u s - f r u i t v b u s i n e s s  and to  p a s s  i t  on  to  th e  a s s o o i a t i o n s .
I t  i s  a l s o  th e  d u ty  o f  t h e  d i s t r i c t  a s s o c i a t i o n  to  r e c e i v e  th e  
r e t u r n s  f o r  t h e  f r u i t  th r o u g h  t h e  c e n t r a l  exchang e , a n d  to  r e ­
t u r n  th e  p ro c e e d s  to  t h e  l o c a l  a s s o c i a t i o n .  There  a r e  17 d i s ­
t r i c t  e x ch a n g es  composed o f t h e  l o c a l  a s s o c i a t i o n s  a s  members.
The c e n t r a l  e x ch an g e , w hich  i s  t h e  C a l i f o r n a  F r u i t -  
G row ers’ E xchange , i s  a  n o n - p r o f i t  c o r p o r a t i o n  w ith  a  c a p i t a l ­
i z a t i o n  o f  $ 1 0 ,0 0 0 .  The Exchange i s  managed by a  g e n e r a l  man­
a g e r  and  h a s  a  b o a rd  o f  d i r e c t o r s  o f  17 members, one  from  each  
d i s t r i c t  e x c h a n g e .  The f u n c t i o n  o f  t h e  c e n t r a l  exchange  i s  t o  
f u r n i s h  m a r k e t in g  f a c i l i t i e s  f o r  th e  d i s t r i c t  exchanges  and 
a s s o c i a t i o n s  a t  a  p r o - r a t a  c o s t .  The c e n t r a l  exchange  p l a c e s  
bonded s a l e s  a g e n t s  i n  a l l  th e  p r i n c i p a l  m a rk e ts  o f  t h e  U n i te d  
S t a t e s  and C anada, i t  c o l l e c t s  and d i s t r i b u t e s  d a i l y  in fo rm a ­
t i o n  r e l a t i v e  to  t h e  m a rk e ts ,  makes p rom pt a c c o u n t in g  o f  th e
r e t u r n s ,  w hich a r e  s e n t  t o  th e  s h i p p e r s  th ro u g h  t h e  d i s t r i c t
1.
e x c h a n g e ,  and t a k e s  c a r e  o f  a l l  m a t t e r s  o f  l i t i g a t i o n .
I n  t h e  a p p le  i n d u s t r y  o r g a n i z a t i o n ,  th e  Eood R iv e r  
A p p le -G ro w e rs1 U nion o f  Hood R iv e r , '  O regon , i s  th e  p i o n e e r ,
1 .
For r e f e r e n c e s  t o  l a s t  t h r e e  p a r a g r a p h s ,  C f. P o w e l l ,  C o -o p e ra ­
t i o n  i n  A g r i c u l t u r e ,  p p .  £41 -  £48 .
77
Under t h i s  a s s o c i a t i o n  t h e  f r u i t  i s  p ic k e d  by the g row ers  h u t  
pack ed  by men, on th e  g ro w e r ’ s fa rm , w o rk in g  u n d e r  t h e  c o n t r o l  
o f  th e  u n io n .  The Hood R iv e r  A pple-G row ers* A s s o c i a t i o n  h a s  
made Hood R iv e r  a p p le s  famous o v e r  t h e  w o r ld .
The p each  g ro w e rs  o f  G e o rg ia  have  a  e o -o p -
O th e r  F r u i t -
Growers As s o -  e r a t i v e  a s s o c i a t i o n ,  n o t  s t r o n g ,  how ever,
c i a t i o n s .
l i k e w i s e  th e  g ro w ers  o f  p e a r s ,  p lu m s , and 
t h e  n u t  g ro w ers  and i n  many l o c a l i t i e s  t h e  v e g e t a b l e  g row ers  
have  a s s o c i a t i o n s  fou nded  on m ore o r  l e s s  c o - o p e r a t i v e  p r i n ­
c i p l e s .  F o rm e r ly  th e  fa rm e r  s o ld  h i s  g r a i n  t o  a
l o c a l  m erch an t o r  c o n s ig n e d  i t  t o  a  commis-
C o - o p e ra t iv e
F a rm e rs '  E l -  s i o n  m erch an t i n  one o f  t h e  p r im a ry  m a rk e ts
e v a t o r s .
w here i t  was l a t e r  s o l d  t o  a  d e a l e r .  The 
l o c a l  m erch an t who b o u g h t the  g r a i n  sh ip p e d  i t  t o  a  com m ission  
m erc h an t  i n  a  p r im a ry  m a rk e t .  As th e  g r a i n  i n d u s t r y  grew i n  
t h e  w e s t  t h e s e  com m ission  com panies from  t h e  p r im a ry  m a rk e ts  con ­
s t r u c t e d  g r a i n  e l e v a t o r s  a l o n g  t h e  r a i l r o a d s  th ro u g h  t h e  g r a i n  
b e l t s ,  and  p l a c e d  t h e i r  own b u y e rs  i n  c h a rg e  w i th  d i r e c t  power 
t o  p u r c h a s e  g r a i n  from  t h e  fa rm e rs  a s  i t  was b ro u g h t  i n t o  th e  
to w n s .  These e l e v a t o r s  to  d i s t i n g u i s h  them  from  a  few l o c a l  
e l e v a t o r s  c o n s t r u c t e d  by  l o c a l  m e rc h a n ts ,  w e re  c a l l e d  l i n e  
e l e v a t o r s ,  due t o  t h e  f a c t  t h a t  s e v e r a l  o f  them owned by one 
company were b u i l t  a t  v a r io u s  p o i n t s  a lo n g  t h e  r a i l w a y  l i n e .
The grow th  o f  t h e  c o - o p e r a t i v e  fa rm ers*  e l e v a t o r s  i s  due to  th e  
a b u se  o f  t h e  l o c a l  and l i n e  e l e v a t o r s .  F o rm e r ly  a t  e v e ry  g r a i n
-  78 -
s t a t i o n  d u r in g  g r a i n  h a u l i n g  se a so n  a  num ber o f  b u y e rs  w ould  
c o n g re g a te #  The l o c a l  m erc h an t  would h a v e  a  b u y e r ,  t h e  l i n e  
e l e v a t o r  o n e ,  and s e v e r a l  t r a c k  b u y e rs  would be p r e s e n t  who 
would buy g r a i n  on t h e i r  own s p e c u l a t i o n  o r  f o r  a n  e a s t e r n  
f i r m .  The r e s u l t  was t h a t  w i th  s e v e r a l  b u y e rs  p r e s e n t  com­
p e t i t i o n  was good a n d  p r i c e s  were s a t i s f a c t o r y .  But e v e n t u a l l y  
t h e  l i n e  e l e v a t o r  co m pan ies ,  o rg a n iz e d  a s  a  g r a i n  d e a l e r s '  a s s o ­
c i a t i o n ,  by c o e r c in g  th e  com m ission com panies  not to  r e c e i v e  
g r a i n  from  t h e  s m a l l e r  b u y e r s ,  and  by  o b t a i n i n g  c o n c e s s io n s  from  
th e  r a i l r o a d s ,  su c c e e d e d  i n  f o r c i n g  t h e  w e a k e r  b u y e rs  from  t h e  
f i e l d .  I t  was t h e n  i n  th e  pow er o f t h e  l i n e  e l e v a t o r s  and o t h e r  
s t r o n g  co m pan ies ,  members o f  th e  g r a i n  d e a l e r s '  a s s o c i a t i o n ,  t o  
buy g r a i n  a t  t h e i r  own f i g u r e .  As a n  o u tg ro w th  o f  t h e s e  con­
d i t i o n s ,  th e  f a r m e r s '  c o - o p e r a t i v e  e l e v a t o r s  were fo rm ed . The 
f i r s t  one form ed was i n  1889 a t  R o c k w e ll ,  Iow a. The fa rm e rs  
r e n t e d  an  e l e v a t o r  and p ro c e e d e d  to  h a n d le  t h e i r  own g r a i n .  I n  
1 900 , two m ore were fo rm ed , i n  1904, 13 w ere i n  e x i s t e n c e ,  i n  
1913 t h e r e  w ere  i n  th e  U n i te d  S t a t e s  a  t o t a l  o f  2 ,0 2 0  c o -o p e r a ­
t i v e  g r a i n  e l e v a t o r s ,  t h e  S t a t e s  haveng  t h e  l a r g e s t  number 
b e in g  t h e  f o l lo w in g :  Iowa i n  th e  l e a d  w i t h  3 32 , N o r th  D akota
f o l lo w in g  a s  a  c l o s e  secon d  w ith  32 0 , t h e n  M in n e so ta  w i t h  286, 
I l l i n o i s  w i th  260 , N e b ra s k a  w i t h  2 24 , S o u th  D ako ta  w i th  220 ,
K ansas w i th  14 9 , W is c o n s in  w i t h  5 1 , Oklahoma t il th . 36 , I n d ia n a
«
w ith  2 8 , and M ontana o c cu p y in g  t e n t h  p l a c e  from  t h e  t o p  w i th  25 .
F i g u r e s  t a k e n  from  1913 y e a r  Book U .S . D e p t ,  o f  A g r i c u l t u r e ,
p p .  2 4 6 -2 4 7 .
The p l a n  o f  o r g a n i z a t i o n  o f  a  c o - o p e r a t i v e  fa rm ers*  
e l e v a t o r  i a  s im p le .  A num ber o f  f a rm e rs  o f  a  community su b ­
s c r i b e  a  c a p i t a l  s t o c k  o f  from  $£500 t o  $ 2 0 ,0 0 0 ,  a l l o t t e d  i n  
s h a r e 8 o f  from  $10 t o  $500. The company u s u a l l y  i n c o r p o r a t e s  
u n d e r  th e  j o i n t  s t o c k  company la w s .  E a rn in g s  a r e  g e n e r a l l y  d i s ­
t r i b u t e d  on b a s i s  o f  c a p i t a l ,  and v o te s  u s u a l l y  l i m i t e d  by th e  
o n e -m a n -o n e -v o te  p r i n c i p l e .  When t h e  c a p i t a l  i s  a l l  p a id  i n  
o r  bo rro w ed , th e  e l e v a t o r  i s  b o u g h t o r  b u i l t ,  an  e x p e r t  g r a i n  
b u y e r  employed an d  t h e  d o o rs  opened fo r  th e  b u s i n e s s  o f  b u y in g  
and s e l l i n g  g r a i n .  I n  some c a s e s  d iv id e n d s  a r e  a l l o t t e d  on the  
b a s i s  o f  g r a i n  s o l d ,  i n  o t h e r s  on th e  c a p i t a l  s to c k  p o s s e s s e d .  
The c o - o p e r a t i v e  f e a t u r e  o f  t h e  f a r m e r s '  e l e v a t o r s  h a s  o f t e n  
been  s e r i o u s l y  q u e s t io n e d .  I n  t h i s  c o n n e c t io n  P r o f e s s o r  C a rv e r  
h a s  s a i d ,  b e in g  once b e f o r e  r e f e r r e d  t o  i n  t h i s  p a p e r ,  "Any 
o r g a n i z a t i o n  o f  th fe  k i n d  may be s a i d  to b e  c o - o p e r a t i v e  i n  
s p i r i t  when i t  i s  managed e x c l u s i v e l y  w i th  a  v iew  t o  g i v in g  
t h e  fa rm e r  a b e t t e r  p r i c e  f o r  h i s  g r a i n  and n o t  a t  a l l  f o r  t h e  
p u rp o se  o f  s e c u r i n g  d iv id e n d s  on t h e  s to c k . " ^ *  I t  i s  p r o b a b le  
t h a t  th e  p r im a r y  p u rp o se  o f  o r g a n i z a t i o n  o f  n e a r l y  a l l  f a r m e r s '  
e l e v a t o r s  has  been t h e  s e c u r i n g  o f  b e t t e r  p r i c e s  f o r  t h e i r  
g r a i n  an d  t h u s  u n d e r  t h e  above  d e f i n i t i o n  t h e y  a r e  c o r r e c t l y  
o a l l e d  c o - o p e r a t i v e .
C a r v e r ,  T .N . ,  O r g a n iz a t i o n  o f  R u ra l  C r e d i t s .  1913 Y ear Book. 
D e p t ,  o f  A g r i c u l t u r e ,  p .  246 .
C o t to n  and
Tobacco
A s s o c i a t i o n s
The c o t t o n  and to b a c c o  g ro w ers  o f  th e  s o u t h  
have  t a k e n  some s t e p s  to w ard  t h e  o r g a n i z in g
i
o f  t h e i r  i n d u s t r i e s  on c o - o p e r a t i v e  p r i n c i p l e s
-  80 -
The e f f o r t s  i n  th e  s o u th ,  how ever, a r e  y e t  c o m p a r a t iv e ly  r e c e n t  
and a  g r e a t  d e a l  h a s  n o t  y e t  been  a c c o m p l i s h e d .  The c o t t o n  
and to b a c c o  g row ers  a r e  i n  need  o f  c o - o p e r a t i v e  o r g a n i z a t i o n ,  
bu t  t h e i r  p r o g r e s s  i n  su c h  e f f o r t s  seems to  have  b e e n  s lo w .
Y.
-iKr-
C. S u p p ly  S o c i e t i e s .
By s u p p ly  s o c i e t i e s  i s  meant th o s e  o r g a n i z a t i o n s  
fo rm ed  on c o - o p e r a t i v e  p r i n c i p l e s ,  th e  p u rp ose  of w hich  i s  t o  
f u r n i s h  th e  l a r g e r  n e o e s s a r i e s  o f  th e  fa rm . Most s u p p l y  s o ­
c i e t i e s  a r e ,  hew e v e r ,  e i t h e r  managed i n  c o n n e c t io n  w i t h  a n  e x i s t ­
in g  c o - o p e r a t i v e  o r g a n i z a t i o n  o r  a r e  s im p ly  a  d e p a r tm e n t  o f  an 
e x i s t i n g  c o - o p e r a t i v e  c o n c e rn .
‘A'he b e s t  i l l u s t r a t i o n s  o f  s u p p ly  s o c i e t i e s  e x i s t i n g  
s e p a r a t e l y  bu t w ork in g  i n  c o n n e c t io n  w i th  e s t a b l i s h e d  c o -o p ­
e r a t i v e  c o n c e rn s  a r e  t h e  c o - o p e r a t i v e  box  B a k in g  s o o i e t i e s ,  
w hich  make b o x es  f o r  t h e  o i t r u s - f r u i t  g ro w ers  o f  C a l i f o r n i a .
The box-m aking  s o c i e t i e s  f r e q u e n t l y  h a n d le  o t h e r  o r c h a r d  a n d  
p a c k in g -h o u s e  s u p p l i e s .  One such  s u p p ly  s o c i e t y  i n  C a l i f o r n i a
f u r n i s h e d  i n  1911 o v e r  1 2 ,0 0 0 ,0 0 0  f r u i t  b o x e s ,  and $ 3 4 7 ,0 0 0
1 .
w orth  o f  o r c h a r d  and  o t h e r  p a c k in g  h ouse  s u p p l ie s . -
Very many o f  th e  c o - o p e r a t i v e  f a r m e r s '  e l e v a t o r s  
have  i n  c o n n e c t io n  w i th  t h e i r  g r a i n  b u s i n e s s  a  departm en t f o r  
th e  s u p p l y  of s e e d ,  f l o u r ,  b r a n ,  h a y ,  c o a l ,  lu m b e r ,  fa rm  
m a c h in e ry ,  f e r t i l i z e r ,  e t c .  S u c h s u p p l ie s  a r e  so m etim es  h a n d le d  
by s e p a r a t e  s o c i e t i e s ,  bu t  n o t  g e n e r a l l y  i s  t h i s  t h e  c a s e .
1 . C f. P o w e l l ,  C o - o p e r a t io n  i n  A g r i c u l t u r e ,  Chap. 12.
-  81  -
D. M is c e l la n e o u s  S o c i e t i e s .
Under t h i s  h e a d in g  i s  p l a c e d  th o s e  effartB, on th e  
p a r t  o f  f a rm e rs  and  p r o d u c e r s ,  t o  s u p p ly  th o s e  e s s e n t i a l s  h a v in g  
a  more o r  l e s s  i n d i r e c t  r a t h e r  th a n  d i r e c t  c o n n e c t io n  w i th  t h e  
p r o d u c t i o n  o f  c r o p s .
Among t h e  more im p o r ta n t  o f  t h e  s o c i e t i e s
C o - o p e r a t iv e
I r r i g a t i o n .  t o  he  c o n s id e r e d  u n d e r  t h i s  d i v i s i o n  a r e  t h o s e
o r g a n iz e d  f o r  t h e  p p rp o se  o f  p r o v i d in g  i r r i g a t i o n  f a c i l i t i e s  f o r
f a r m e r s .  Many o r g a n i z a t i o n s  o f  t h i s  n a t u r e  have  b e en  fo rm e d .
The u s u a l  method o f  o r g a n i z a t i o n  b e in g  f o r  a  number o f  f a rm e rs
owning farm s so s i t u a t e d  t h a t  t h e y  may be i r r i g a t e d  u n d e r  a  com -
mon d i t c h ,  t o  i n c o r p o r a t e  u n d e r  t h e  J o i n t  s to c k  company law s o f
a  s t a t e ,  b u i l d  dams, r e s e r v o i r s ,  d i t c h e s ,  e t c . ,  em ploy a  d i t c h
man, and t h u s  t o  p r o v id e  w a t e r  f o r  th e m s e lv e s  a t  c o s t .  The duty
of ih  e d i t c h - m a n ,  o f t e n  o a l l e d  d i t o h - r i d e r ,  i s  to  k e e p  th e  d i to h
i n  o r d e r  a n d  t o  a p p o r t i o n  t h e  w a t e r .  A c c o rd in g  t o  t h e  T h i r t e e n t h
Census r e p o r t  t h e r e  a r e  1 3 ,7 3 9 ,6 7 9  a c r e s  o f  la n d  u n d e r  i r r i g a t i o n
i n  t h e  U n i te d  S t a t e s .  O n e - th i r d  o f  t h i s  l a r g e  a c r e a g e  i s
i r r i g a t e d  b y  f a rm e r s  c o - o p e r a t i v e  oom panies .
The o r g a n i z a t i o n  o f  a  f a r m e r s '  t e l e p h o n e
C o - o p e r a t iv e  l i n e  i s  v e ry  s i m p le .  The u s u a l  method
T elepho ne  L in e s .
b e in g  fo r  a  number o f  f a rm e rs  to  i n c o r p o r a t e ,  
c o n s t r u c t  a  t e l e p h o n e  l i n e ,  an d  i n s t a l l  
i n s t r u m e n t s  and i n  some c a s e s  to  employ a  l i n e  r i d e r .  The work 
o f  c o n s t r u c t i n g  th e  l i n e s  i s  u s u a l l y  done by t h e  f a rm e rs  them -
82-
s e l v e s  a t  a  t im e  when t h e  work on t h e  fa rm  i s  n o t  h e a v y .  I n  
many c a s e s  p o l e s  a r e  c u t  from  t h e  g ro v e s  o f  fa rm s  t h u s  l e a v in g  
t h e  i n s t r u m e n t s  and t h e  w i r e  a s  t h e  o n ly  i te m s  o f  p a r t i c u l a r  
e x p e n se .  She s w i tc h  b o a rd  i s  u s u a l l y  p l a c e d  i n  some f a r m e r ' s  
h o u se  and a t t e n d e d  by  th e  f a r m e r ' s  w i f e  o r  U s  d a u g h te r .  The 
m a t t e r  o f r e p a i r i n g  and  k e e p in g  u p  t e l e p h o n e  l i n e s  h a s  c au sed  
some l i t t l e  e m b a rra ssm e n t .  Under some o r g a n i z a t i o n s  e a c h  f a rm e r  
i s  r e s p o n s i b l e  f o r  t h e  good c o n d i t i o n  o f  h i s  p a r t i c u l a r  s h a r e  of 
t h e  l i n e ,  b u t  a lw ays  t h e r e  a r e  t h o s e  i n  a  community who a r e  
n e g l i g e n t  a b o u t  such  d u t i e s .  I t  i s  u s u a l l y  fou nd  more s a t i s ­
f a c t o r y  t o  l e v y  p r o p o r t i o n a t e  a s s e s s m e n ts  an d  t o  employ r e g u l a r  
l in e m en  to  k e e p  up th e  l i n e .  A ccord ing  t o  t h e  b u re a u  o f  cen su s  
t h e r e  w ere  i n  1907 , 1 7 ,9 0 2  f a r m e r s '  t e l e p h o n e  l i n e s  i n  th e  '
U n i te d  S t a t e s .  (These l i n e s  in c lu d e d  5 6 5 ,6 49  i n s t r u m e n t s .
The f a r m e r s '  m utual i n s u r a n c e  com panies a r e
F a r m e r s '  q u i t e  e x t e n s i v e  i n  c e r t a i n  p o r t i o n s  o f  t h e
M utual
I n s u r a n c e  U n i te d  S t a t e s .  The p lan  o f  o r g a n i z a t i o n  i s
f o r  a  g ro up  o f  f a rm e rs  t o  i n c o r p o r a t e  f o r  
t h e  p u rp o se  o f  p r o v i d in g  in s u r a n c e  f o r  t h e i r  p r o p e r t y  and 
c ro p s  a g a i n s t  f i r e ,  l i g h t e n i n g ,  to r n a d o e s ,  c y c l o n e s ,  w ind 
s to r m s ,  h a i l ,  e t c .  and  a l s o  i n  some c a s e s  to  i n s u r e  c e r t a i n  
v a lu a b le  l i v e s t o c k .  T here  a r e  two p l a n s  o f  o r g a n i z a t i o n .
By t h e  f i r s t  p la n  a  f i x e d  premium i s  c h a rg e d  an d  a  s u r p l u s  
c r e a t e d .  From the  s u r p l u s  fund t h e  l o s s e s  a r e  p a i d .  I f « t h e  
fund  i s  i n s u f f i c i e n t  to  m eet th e  l o s s ,  a  p ro  r a t a  a s s e s s m e n t
-  83  -
i s  l e v i e d . .  By th e  second , p l a n  no prem ium  i s  c h a rg ed  h a t  a  
sm a l l  f e e  i s  c o l l e c t e d  a t  th e  tim e  o f  i s s u e i n g  th e  p o l i c y  
to  pay  th e  c o s t s  o f  exam in ing  th e  p r o p e r t y ,  e t c .  Under t h i s  
p l a n  a l l  th e  members a r e  bound by  a  w r i t t e n  ag reem ent to  pay  a  
p r o - r a t a  s h a r e  o f  the  l o s s  s u s t a i n e d  by t h e  company when a  l o s s  
o c c u r s .  Some s t a t e s  by law  r e q u i r e  t h a t  an  i n s u r a n c e  r e s e r v e  
ftind be m a in ta in e d  e q u a l  to  a  c e r t a i n  p r o p o r t i o n  o f  t h e  v a lu e  
o f  th e  p r o p e r t y  i n s u r e d .  Some o f  t h e  fa rm e rs*  m u tu a l  i n s u r a n c e  
com panies  a r e  l i m i t e d  to  a  townshop and o t h e r s  c o v e r  a  w id e r  
s c o p e .  The d a n g e r  o f  t h e  f i r s t  i s  t h a t  i n  c a se  o f  a  h e a v y  
l o c a l  l o s s  th e  company would n o t be a b le  t o  m ee t a l l  i t s  l i a ­
b i l i t i e s .  The o b j e c t i o n  to  t h e  second  p l a n  i s  t h a t - t h e  advan­
t a g e s  o f  a c q u a in t a n c e  o f  members i s  s a c r i f i c e d  which i n  t u r n  
im p l i e s  g r e a t  r i s k s ,  more l o s s e s ,  a n d  a l s o  t h e  s e l f - s e e k i n g  
m o tiv e  on t h e  p a r t  o f  a g e n t s .
I n  1913 t h e r e  were i n  M in n e so ta  154 to w n sh ip  
m u tu a l  f i r e  i n s u r a n c e  com pan ies , r e p r e s e n t i n g  an in s u r a n c e  
o f  a b o u t  $ 3 0 0 ,0 0 0 ,0 0 0  and p a i d - i n  premiums o f  $ 6 9 6 ,7 3 2 ,^  and 
7 m u tu a l  h a i l  an d  c y c lo n e  i n s u r a n c e  o f  $ 3 8 ,2 7 8 ,1 9 7 .  I n  Iowa 
i n  1911 t h e r e  w ere  19 s t a t e  m utual f i r e  i n s u r a n c e  com p an ies ,
153 co u n ty  m u tu a l  f i r e  in s u r a n c e  com pan ies ,  9 e x c l u s i v e  h a i l  
i n s u r a n c e  c o m p a n ie s ,  a n d  1 m u tua l  to r n a d o  in s u r a n c e  com pany.- 
The r i s k s  w r i t t e n  i n  1011 by th e  Iowa S t a t e  and  c o u n ty  m utua l 
a ssessm en t a s s o c i a t i o n s  was $ 1 7 5 ,7 1 8 ,4 3 5 ;  l o s s e s  p a id  $ 1 ,2 3 5 ,6 3 7 ;
1 . 43d Annual R e p o r t  o f  C om m issioner o f  I n s u r a n c e ,  o f  Minn,
p .  32.
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and r i s k s  i n  f o r c e  $ 6 5 3 ,3 2 4 ,8 0 9 .  Many o f  t h e  l e a d i n g  fa rm in g
s t a t e s  o f  th e  U n i te d  S t a t e s  h av e  v a r i o u s
O th e r  Co- f a r m e r s 1 c o - o p e r a t i v e  a s s o c i a t i o n s  f o r  th e
O p e r a t iv e
A s s o c i a t i o n s  im provem ent o f  l i v e s t o c k .  There  w ere  i n
M in n e so ta  i n  1913 , 60 c a t t l e  and h o rse
b r e e d in g  a s s o c i a t i o n s ,  Iowa and o t h e r  l e a d in g  f a rm in g  s t a t e s  
a l s o  h a v e  a  l a r g e  number o f  l i v e s t o c k  a s s o c i a t i o n s  f o r  th e  
p u rp o s e  o f  p ro m o tin g  c e r t a i n  b r e e d s  o f  l i v e s t o c k .  I n  many 
s t a t e s  t h e r e  a r e  a s s o c i a t i o n s  f o r  t h e  s h ip p in g  o f  l i v e s t o c k .
I n  th e  o o rn  s t a t e s  t h e  c o rn  g ro w ers  have  o rg a n iz e d  c e r t a i n  c o rn  
b r e e d in g  a s s o c i a t i o n s ,  th e  p u rp o s e  o f  w hich i s  t o  f o s t e r  t h e  
g ro w th  o f  c e r t a i n  p u re  t y p e s  o f  c o rn .
T h ere  a r e  o t h e r  c o - o p e r a t i v e  a s s o c i a t i o n s  w hich  
c o u ld  be m e n t io n e d  i n  t h i s  c o n n e c t io n ,  b u t  a l l  o f  t h e  more im­
p o r t a n t  have  been m e n t io n e d .
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